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SECTION  XXV. 

THE   ADMINISTRATION   OF   THE    OFFICE. 

T  X  this  Section  we  shall  consider  the  following  topics : — 
•*•        I.  The  Arrangement  of  the  Office. 

II.  The  Selection  and  Appointment  of  the  Clerks. 

III.  The  proper  Distribution  of  their  Duties. 

IV.  The  Amount  of  their  Salaries. 
Y.  Their  Sureties. 

VI.  The  System  of  Promotion. 
VII.  The  Rules  of  Discipline. 
VIII.  The  Training  of  Clerks  for  higher  Offices. 

I.  The  arrangement  of  the  Office. 

The  proper  situation  of  a  bank  is  a  matter  of  some  im- 
portance. It  should  be  situated  in  what  is  deemed  the 
most  respectable  part  of  the  town.  If  it  be  placed  in  an 
inferior  locality,  approachable  only  by  narrow  and  disagree- 
able streets,  and  surrounded  by  buildings  the  seats  of 
smoky  and  dirty  trades,  it  is  not  likely  to  be  so  much  fre- 
quented, nor  to  acquire  so  large  a  business,  as  though  it 
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were  more  pleasantly  situated.  Another  point  to  be  ob- 
served is,  that  the  bank  itself  should  be  a  handsome 
building.  The  necessary  expenditure  for  this  purpose  is 
no  sin  against  economy.  It  is  an  outlay  of  capital  to  be 
repaid  by  the  profits  of  the  business  that  will  thus  be  ac- 
quired. A  portion  of  the  building  will  probably  be  set 
apart  for  the  private  residence  of  the  manager,  or  of  some 
other  officer  of  the  establishment.  It  is  desirable  that  this 
portion  should  be  entirely  separated  from  the  office.  The 
communication  should  be  only  by  a  single  door,  of  which 
the  manager  should  keep  the  key.  The  building  should  be 
so  constructed  that  what  is  going  on  in  the  private  house, 
whether  in  the  kitchen,  or  the  nursery,  or  the  drawing- 
room,  should  not  be  heard  in  the  bank.  The  office  being 
thus  isolated,  must  then  be  fitted  up  in  the  way  that  will 
most  effectually  promote  the  end  in  view.  And  here  are 
three  points  to  be  considered — space,  light,  and  ventilation. 
A  chief  consideration  is  space.  A  banker  should  take 
care  that  his  clerks  have  room  enough  to  do  their  work 
comfortably.  Eveiy  accountant  knows  that  he  can  often 
work  faster  if  he  can  have  two  or  more  books  open  at  the 
same  time  ;  but  if  his  space  is  so  confined  that  he  must 
shut  up  one  book,  and  put  it  away,  before  he  can  use  an- 
other, he  will  get  on  more  slowly.  The  cashiers,  too,  will 
be  much  impeded  if  they  are  obliged  to  stand  too  close  to 
each  other  ;  and  the  public  will  be  huddled  together,  and 
will  often  count  incorrectly  the  money  given  to  them,  and 
thus  take  up  the  cashier's  time  to  put  them  right.  Want 
of  space  will  necessarily  occasion  errors,  from  the  confusion 
it  produces,  and  from  one  clerk  being  liable  to  interruption 
from  the  noise  or  vicinity  of  the  others.  A  banker  should 
therefore  take  care  that  his  office  is  large  enough  for  his 
business  ;  and  that  it  will  admit  of  being  enlarged  in  case 
his  business  should  increase.  Ample  space  is  also  condu- 
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cive  to  the  health  of  the  clerks,  as  there  will  be  more  air 
to  breathe,  and  the  atmosphere  is  less  likely  to  become 
polluted  by  the  burning  of  lamps  and  candles. 

Another  consideration  is  light.  It  is  well  known  in  every 
London  bank,  that  fewer  mistakes  are  made  by  the  clerks 
in  summer  than  in  winter.  Abundance  of  light  prevents 
mistakes,  and  saves  all  the  time  that  would  be  employed  in 
the  discovery  of  errors.  Light  is  also  of  great  importance 
to  the  cashiers  in  detecting  forged  signatures  and  bad  or 
counterfeit  money.  Thieves  are  also  less  likely  to  attempt 
their  robberies  in  a  light  office  than  in  a  dark  one.  Faint 
or  illegible  handwriting  can  be  more  easily  read,  and  hence 
mistakes  are  less  likely  to  occur.  The  clerks,  too,  perform 
their  duties  with  more  quickness  and  cheerfulness.  The 
gloominess  of  an  office  throws  a  gloom  over  the  mind ; 
but  "  light  is  sweet,  and  a  pleasant  thing  it  is  for  the  eyes 
to  behold  the  sun." 

The  lightest  part  of  the  office  should  be  devoted  to  the 
clerks.  We  have  observed  sometimes  a  violation  of  this 
principle.  The  entrance  door  has  been  placed  in  the 
middle  of  the  front,  with  a  window  on  each  side,  and  the 
counter  thrown  across  the  room,  so  that  the  lightest  part 
of  the  office  has  been  given  to  the  public.  It  is  better  that 
the  entrance  be  placed  at  the  right  or  the  left  corner,  and 
the  counter  be  made  to  run  from  the  window  to  the  oppo- 
site wall.  The  light  will  thus  fall  lengthwise  on  the  counter, 
and  the  space  behind  the  counter  will  be  occupied  by 
the  clerks. 

Ventilation. — Volumes  have  been  written  by  medical 
men  upon  the  advantages  of  fresh  air,  and  on  the  unwhole- 
some  atmosphere  of  crowded  cities.  If  the  air  that  cir- 
culates in  the  streets  of  towns  and  cities  is  impure,  what 
must  be  the  state  of  those  offices  or  rooms  where  twenty 
or  thirty  persons  are  breathing  close  together  during  the 
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whole  of  the  clay,  and  gas  lights  are  burning  during  the 
evening  ?  In  such  cases  we  are  told  that  a  person  afflicted 
with  consumption  of  the  lungs  may  communicate  the  com- 
plaint to  others,  as  they  must  inhale  a  portion  of  the 
atmosphere  which  he  has  breathed  out.  The  air  in  a  close 
office  is  not  only  rendered  impure  by  the  number  of  people 
that  breathe  it,  and  by  the  burning  of  gas,  bat  it  also  con- 
tains very  frequently  particles  of  dust  arising  from  the  floor, 
through  the  number  of  people  constantly  walking  in  and 
out.  It  is  almost  impossible  for  persons  so  circumstanced 
to  enjoy  for  a  length  of  time  even  moderate  health.  A 
portion  of  this  evil  may  be  mitigated  by  a  good  system  of 
ventilation.  To  obtain  this  should  be  regarded  as  an  ob- 
ject of  the  first  importance.  If  a  banker  does  not  insist 
upon  the  architect  performing  this  in  the  most  effectual 
manner,  he  must  be  content  to  be  often  put  to  inconve- 
nience through  the  illness  and  consequent  absence  of  his 
clerks. 

Having  made  due  provision  for  space,  light,  and  venti- 
lation, it  will  now  become  necessary  to  arrange  the  counter, 
desks,  and  other  furniture,  so  as  to  enable  any  given  num- 
ber of  clerks  to  discharge  their  duties  with  the  greatest 
efficiency,  and  so  as  best  to  promote  the  public  convenience. 
It  is  not  necessary,  or  possible,  to  give  very  minute  in- 
structions on  this  head,  as  much  will  depend  upon  the 
form  of  the  building,  the  extent  of  the  business,  and  other 
circumstances.  We  will  notice  only  a  few  general  objects 
to  be  kept  in  view. 

It  is  desirable  at  all  times  to  make  those  arrangements 
that  shall  best  promote  the  convenience  of  the  public. 

The  counter  should  be  readily  accessible,  and  of  sufficient 
length  to  meet  the  requirements  of  the  business;  and  the 
cashiers'  desks  sufficiently  wide  apart  for  the  public  to  be 
promptly  served,  and  to  stand  without  jostling  one 
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another.  Some  banks  have  two  counters,  one  for  paying, 
and  the  other  for  receiving.  "When  the  business  is  large, 
extra  or  supernumerary  cashiers  are  appointed,  who  take 
the  place  of  the  regular  cashiers  when  they  are  absent  at 
dinner  or  otherwise,  so  that  during  the  whole  of  the  day 
all  the  cashiers'  desks  are  occupied.  To  relieve  the 
counter,  the  payment  of  bills  that  have  been  presented  in 
the  morning  and  not  paid,  is  usually  received  at  a  separate 
desk  or  office.  All  these  are  expedients  that  should  be 
adopted  when  necessary,  to  save  the  time  of  the  public. 
There  are  few  things  that  try  a  man's  temper  more  than 
to  be  kept  waiting  a  long  time  at  a  banker's  counter  ;  and 
he  will  be  very  apt  to  give  vent  to  his  impatience  by 
quarrelling  with  the  clerks,  or  reproaching  the  establish- 
ment. 

Another  object  is,  to  place  near  together  those  clerks 
•whose  duties  will  require  them  to  have  frequent  com- 
munication with  each  other.  If  this  rule  be  not  observed, 
the  clerks  will  lose  much  time  in  the  course  of  the  day  in 
passing  from  one  part  of  the  office  to  the  other ;  and  the 
work  will  not  be  so  expeditiously  performed.  It  is  espe- 
cially desirable  that  the  ledger  keepers  should  be  placed 
close  behind  the  cashiers  ;  so  that  if  a  doubtful  cheque  be 
presented  for  payment,  the  cashier  may  be  able  to  show  it 
to  the  ledger  keeper,  and  be  informed  if  he  may  pay  it, 
without  being  observed  by  the  party  presenting  it. 

Another  point  is,  to  place  the  desk  of  the  chief  or  head 
clerk  in  such  a  position  that  he  can  see  all  over  the 
office.  "  A  master's  eye  will  do  more  work  than  both 
his  hands."  In  this  case,  if  the  counter  is  crowded,  the 
chief  clerk  will  perceive  it,  and  appoint  additional  clerks 
to  assist  the  cashiers.  If  disputes  take  place  between  the 
clerks,  or  between  the  cashiers  and  the  public,  he  will  come 
forward  and  settle  the  matter  before  the  dispute  is  carried 
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to  high  words.  He  will  observe,  too,  the  customers  who 
come  frequently  to  the  counter,  and  from  their  transac- 
tions he  will  often  draw  conclusions  respecting  their  cir- 
cumstances, which  will  be  serviceable  to  the  bank.  It  is 
generally  best  that  many  of  the  clerks  should  be  so  placed 
as  to  look  towards  the  counter.  It  has  been  said  that  this 
draws  off  their  attention  from  their  work ;  but  we  do  not 
think  this  is  generally  the  case,  although  it  may  occasion- 
ally relieve  the  irksomeness  of  their  duties.  A  dishonest 
person  standing  at  the  counter,  and  watching  an  opportu- 
nity of  committing  a  robbery  when  the  cashier  is  engaged, 
will  be  more  likely  to  abstain  from  making  the  attempt 
when  the  eyes  of  other  clerks  have  a  command  of  the 
counter.  This  arrangement  will  depend  in  some  measure  on 
the  direction  of  the  light.  The  clerks  should  not  have  their 
faces  or  their  backs  towards  the  window,  but  the  light 
should  fall  on  them  sideways.  These  matters  may  appear 
trifling,  but  they  will  not  be  deemed  unimportant  to  those 
who  are  entrusted  with  the  practical  administi'ation  of  an 
office.  It  is  only  by  attention  to  minute  things  that  the 
business  of  an  office  can  be  well  conducted. 

II.  The  Selection  and  Appointment  of  Clerks. 

When  a  bank  is  first  formed,  they  sometimes  advertise 
for  clerks  ;  but  this  is  usually  for  clerks  of  a  higher  rank, 
who  have  had  some  experience  in  the  business  of  banking. 
When  a  bank  is  established,  it  has  seldom  occasion  for 
new  clerks  of  this  class.  A  vacancy  in  one  of  the  higher 
departments  is  filled  up  by  the  next  clerk  in  rank,  and  so 
on  in  order,  and  the  new  clerk  comes  in  as  a  junior. 
Applications  for  this  post  are  usually  so  numerous  that 
the  only  difficulty  is  in  making  the  selection.  Those 
recommended  by  parties  known  to  the  bank,  as  customers 
or  shareholders,  usually  have  the  first  claim.  In  some- 
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banks  the  nomination  of  the  junior  clerks  is  regarded  as  a 
portion  of  the  patronage  of  the  directors,  upon  the  under- 
standing, however,  that  they  nominate  none  but  such  as 
are  properly  qualified,  and  who  shall  prove  their  fitness  to 
the  satisfaction  of  a  committee  of  directors. 

In  making  inquiries  into  the  qualifications  of  applicants- 
it  is  necessary  to  ascertain,  in  the  first  place,  their  age.  In 
London  the  age  at  which  clerks  are  admitted  into  a  bank 
is  usually  about  nineteen.  As  their  first  duty  is  to  collect 
payment  of  bills,  it  is  necessary  they  should  have  arrived 
at  a  sufficient  degree  of  strength  to  be  able  to  make  some 
resistance  were  an  attempt  to  be  made  to  rob  them  of 
their  bill-case  ;  and  also  that  they  should  have  arrived  at 
an  age  to  be  conscious  of  the  responsibility  of  their  office. 
In  the  country  parts  of  England,  and  in  Scotland,  clerks 
are  taken  at  an  earlier  age  ;  but  the  duties  are  different 
from  those  discharged  by  the  same  class  in  London. 

Another  consideration  is  the  class  of  society  from  which 
clerks-  are  taken.  Candidates  for  the  office  of  bank  clerks 
are  usually  the  sons  of  the  better  class  of  tradesmen,  or  of 
professional  men,  as  clergymen,  officers  in  the  army  or 
navy,  or  persons  in  the  service  of  Government.  During  the 
last  war,  bankers'  clerks  were  generally  the  sons  of  trades- 
men, as  the  sons  of  gentlemen  could  easily  find  employ- 
ment under  Government.  But  now  that  places  under  the 
Government  are  not  so  easily  obtained,  members  of  what 
are  called  respectable  families  are  found  among  the  candi- 
dates for  admission  into  the  service  of  banks.  Each  class 
has  some  advantages.  The  sons  of  gentlemen  have  gene- 
rally a  better  literary  education,  and  have  usually  a  more 
courteous  address.  On  the  other  hand,  they  have  no  no- 
tion of  business,  and  no  business  habits.  They  have  been 
accustomed  to  go  a-hunting  and  a-fishing  with  the  sons  of 
men  of  large  property,  and  they  look  upon  banking  busi- 
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ness  as  a  drudgery  to  which  they  submit  from  necessity, 
but  which  is  much  beneath  the  destiny  to  which  they  think 
they  are  entitled.  On  the  other  hand,  the  sons  of  trades- 
men have  been  accustomed  to  notions  of  business  from  the 
ordinary  conversation  of  their  fathers'  fireside  ;  they  know 
they  must  get  their  own  living ;  they  look  upon  their  ad- 
mission into  a  bank  as  a  lucky  event,  and,  consequently, 
apply  themselves  to  their  duties  with  heartiness  and  cor- 
diality. 

Another  inquiry  of  those  who  are  candidates  for  admis- 
sion into  a  bank  is,  How  they  have  been  employed  ?  Lads 
just  come  from  school  of  course  know  nothing  of  the 
business  of  a  bank,  and,  if  taken  at  all,  they  should  be 
taken  upon  trial  for  three  or  six  months,  so  that  their 
qualifications  may  be  discovered  before  they  are  perma- 
nently appointed.  Those  who  have  been  two  or  three 
years  in  a  merchant's  counting-house  are  generally  found 
to  be  the  most  efficient.  But  to  have  been  in  the  office  of 
a  stockbroker  or  a  solicitor,  or  to  have  studied  for  one  of 
the  learned  professions,  is  no  recommendation.  Clerks 
from  country  banks,  and  especially  those  from  the  banks 
of  Scotland,  when  introduced  into  London  banks,  are  at 
first  usually  considered  to  be  slow. 

It  is  also  proper  to  inquire  into  the  parentage  of  the 
candidate.  For  although  honesty  and  dishonesty  do  not 
run  in  the  blood,  yet  it  is  probable  that  religious  and  vir- 
tuous parents  have  given  their  children  a  religious  and 
virtuous  education  ;  and  a  youth  who  has  been  accustomed 
to  see  examples  of  excellence  at  home,  will  be  the  most 
likely  to  exhibit  those  excellences  in  his  own  conduct.  A 
high  degree  of  moral  principle  is  in  itself  a  necessary 
qualification  in  a  post  of  trust  and  responsibility,  and  it  is 
usually  associated  with  a  cultivated  and  improved  state  of 
the  intellectual  faculties. — "  If  there  be  in  the  Character 
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not  only  sense  and  soundness,  but  virtue  of  a  high  order, 
then,  however  little  appearance  there  may  be  of  talent,  a 
certain  portion  of  wisdom  may  be  relied  upon  almost  impli- 
citly. For  the  correspondences  of  wisdom  and  goodness 
are  manifold,  and  that  they  will  accompany  each  other  may 
be  inferred,  not  only  because  men's  wisdom  makes  them 
good,  but  also  because  their  goodness  makes  them 
wise.  Although,  therefore,  simple  goodness  does  not 
imply  every  sort  of  wisdom,  it  unerringly  implies  some 
essential  conditions  of  wisdom ;  it  implies  a  negative  on 
folly,  and  an  exercised  judgment,  within  such  limits  as 
Xature  shall  have  prescribed  to  the  capacity."  l 

Testimonials  are  to  be  received  with  caution.  Toung 
men  who  come  to  London  in  search  of  a  place,  often  bring 
with  them  a  host  of  testimonials,  which  they  expect  will 
place  them  at  the  head  of  any  list  of  candidates.  When 
upon  other  grounds  there  is  an  intention  of  engaging  the 
applicant,  these  letters  of  recommendation  may  sometimes 
be  read.  It  may  be  useful  to  observe  by  whom  the  testi- 
monials are  given,  and  whether  those  persons  have  had 
opportunities  of  judging  of  the  adaptation  of  the  party  for 
the  office  he  seeks.  It  may  also  be  noticed  what  qualities 
are,  and  more  particularly  what  qualities  are  not,  ascribed 
to  the  applicant.  It  has  been  said  that  when  a  lady  is 
praised  for  being  "  amiable  and  accomplished,"  it  may  be 
inferred  that  she  is  neither  young  nor  handsome.  So  if  a 
testimonial  speaks  highly  of  a  young  man's  "  industry  and 
integrity,"  it  may  generally  be  inferred  that  he  does  not 
possess  much  talent.  It  is  true  that  these  qualities  are  of 
more  importance  than  talent.  But  while  they  are  more 
important,  they  are  also  more  common.  And  if  a  young 
man  possesses  any  kind  of  intellectual  superiority,  the  fact 
will  certainly  not  be  omitted  in  his  testimonial. 
1  Titylors  "  Statesman." 
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III.  The  Proper  Distribution  of  their  Duties. 

The  distribution  of  the  duties  of  the  various  clerks 
is  a  matter  of  no  small  importance.  Experience  is  the 
only  efficient  guide  in  making  such  arrangements.  We 
may,  nevertheless,  lay  down  a  few  general  principles.  The 
great  division  of  the  business  of  a  bank  office  is  into  the 
cashiers'  department  and  the  accountants'  department.  In 
London  banks  there  is  a  third — the  tellers',  or  out-door 
department.  In  the  distribution  of  duties,  it  is  desirable 
that  the  accountants'  department  should  be  a  check  upon 
the  other  departments.  The  cashiers  must  not1  have  the 
control  of  the  books,  nor  the  accountants  the  care  of  the 
cash.  The  accountants'  books  should  show  what  amount 
of  cash  is  in  the  hands  of  the  cashiers ;  and  it  is  the  busi- 
ness of  the  cashiers  to  show  that  they  have  that  amount 
of  cash  which  corresponds  with  the  accountants'  books. 
If  the  same  officer  has  the  care  of  the  cash  and  the  com- 
mand of  the  books,  he  may  abstract  a  portion  of  the  cash, 
and  alter  the  books  to  make  them  correspond.  It  is  further 
desirable,  in  large  establishments,  that  two  books  which 
act  as  a  check  upon  one  another,  should  not  be  kept  by 
the  same  clerk.  While  it  is  not  proper  to  indulge  a  spirit 
of  suspicion  in  regard  to  individuals,  it  is  advisable  that 
the  duties  of  a  bank  office  should  be  so  distributed  that 
the  intromissions  of  any  one  clerk,  either  by  the  abstrac- 
tion of  cash  or  the  falsification  of  the  books,  should  be 
liable  to  immediate  detection  by  the  entries  in  some  book 
kept  by  another  clerk.  For  the  same  reason,  it  is  proper 
that  any  document  issued  to  the  public  (such  as  deposit 
receipts,  drafts  on  London,  &c.)  should  be  signed  by  two 
officers,  of  whom  one  should  belong  to  the  cash,  and  the 
other  to  the  accountants'  department.  There  ought  to  be 
a  complete  division  of  labour  in  a  bank.  Every  clerk 
should  have  fixed  duties  to  perform,  and  every  duty,  how- 
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ever  unimportant,  should  be  assigned  to  some  particular 
clerk.  If  anything  is  neglected,  there  should  be  no  doubt 
as  to  -who  is  to  blame.  No  one  should  be  able  to  say,  "  It 
was  not  my  business  ;  it  was  yours."  Nor  ought  any 
duties  to  be  assigned  in  common  to  two  or  three  clerks,  to 
be  performed  by  them  as  each  may  find  time.  In  this  case 
each  will  do  as  little  as  he  can,  and  nothing  will  be  done 
well.  If  any  dispute  arises  among  the  clerks  as  to  the  due 
division  of  their  labours,  a  reference  should  be  made  to  the 
chief  clerk,  who  will  give  to  each  man  his  work,  and  hold 
him  responsible  for  its  proper  performance. 

IV.  The  Amount  of  their  Salaries. 

According  to  Adam  Smith  the  wages  of  labour  are  regu- 
lated by  the  following  circumstances  : — 1.  The  agreeable- 
ness  or  disagreeableness  of  the  employments  themselves. 
2.  The  easiness  and  cheapness,  or  the  difficulty  and  expense 
of  learning  them.  3.  The  constancy  or  inconstancy  of 
employment  in  them.  4.  The  small  or  great  trust  which 
must  be  reposed  in  those  who  exercise  them.  5.  The  pro- 
bability or  improbability  of  success  in  them. 

Mr.  Mill  makes  the  following  observations  with  regard 
to  the  salaries  of  clerks  : — 

"  A  clerk  from  whom  nothing  is  required  but  the  me- 
chanical labour  of  copying,  gains  more  than  an  equivalent 
for  his  mere  exertion  if  he  receives  the  wages  of  a  brick- 
layer's labourer.  His  work  is  not  a  tenth  part  as  hard,  it 
is  quite  as  easy  to  learn,  and  his  condition  is  less  preca- 
rious, a  clerk's  place  being  generally  a  place  for  life.  The 
higher  rate  of  his  remuneration,  therefore,  must  be  partly 
ascribed  to  monopoly,  the  small  degree  of  education  re- 
quired being  not  even  yet  so  generally  diffused  as  to  call 
forth  the  natural  number  of  competitors,  and  partly  to  the 
remaining  influences  of  an  ancient  custom,  which  requires 
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that  clerks  should  maintain  the  dress  and  appearance  of  a 
more  highly  paid  class. 

"  It  is  usual  to  pay  greatly  beyond  the  market  price  of 
their  labour  all  persons  in  "whom  the  employer  wishes  to 
place  peculiar  trust,  or  from  whom  he  requires  something 
besides  their  mere  services.  For  example,  most  persons 
•who  can  afford  it,  pay  to  their  domestic  servants  higher 
wages  than  would  purchase  in  the  market  the  labour  of 
persons  fully  as  competent  to  the  work  required.  They  do 
this,  not  from  mere  ostentation,  but  from  reasonable 
motives — because  they  desire  that  those  they  employ 
should  serve  them  cheerfully,  and  be  anxious  to  remain  in 
their  service — because  they  do  not  like  to  drive  a  hard 
bargain  with  people  whom  they  are  in  constant  intercourse 
with — and  because  they  dislike  to  have  near  their  persons, 
and  continually  in  their  sight,  people  with  the  appearance 
and  habits  which  are  the  usual  accompaniments  of  a  mean 
remuneration.  Similar  feelings  operate  in  the  minds  of 
men  in  business  with  respect  to  their  clerks."  1 

There  would  be  considerable  difficulty  in  applying  the 
rules  laid  down  by  political  economists  with  regard  to  the 
wages  of  labour  to  the  case  of  bank  clerks.  A  banker  does 
not  hire  a  clerk  because  he  is  the  cheapest  man  he  can  get, 
nor  does  he  dismiss  him  as  soon  as  he  can  get  another 
man  to  do  the  same  work  at  a  lower  price.  He  would  not 
find  it  his  interest  to  do  this  ;  for  his  work  is  of  a  peculiar 
kind.  His  clerks  must  have  a  certain  degree  of  education 
and  of  manner,  and  be  taken  from  a  certain  class  in  society. 
They  are  not  allowed  to  engage  in  any  other  employment. 
They  have  to  maintain  a  respectable  appearance.  They 
must  be  qualified  not  merely  for  the  lowest  post  in  the 
bank,  but  must  be  prepared  to  take  higher  posts  should 

1  "  Principles  of  Political  Economy,"  by  John  Stuart  Mill,  vol.  i.  pp. 
461-475. 
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vacancies  occur.  And  in  every  post  they  are  entrusted 
with  a  large  amount  of  property,  and  upon  their  integrity 
and  prudence  much  reliance  must  at  all  times  be  placed. 
All  these  circumstances  serve  to  show,  that,  in  fixing  the 
amount  of  their  salaries,  the  banker  should  be  anxious  to 
err  (if  he  errs  at  all)  on  the  side  of  liberality. 

He  ought  also  to  take  into  consideration  the  effect  which 
the  amount  of  salary  produces  on  the  mind  and  condition 
of  the  party  receiving  it.  If  an  advance  of  salary  quickens 
the  attention  or  the  zeal,  or  strengthens  the  fidelity  of  a 
party,  or  induces  him  to  cultivate  those  talents  which  add 
to  his  efficiency — or  if  it  enables  him  to  move  in  a  higher 
class  of  society,  and  gives  him  a  station  and  an  influence 
which  enables  him  to  be  useful  to  the  bank — then  is  such 
an  advance  of  salary — though  entered  in  the  books  under  the 
item  of  expenditure — an  outlay  of  capital  which  is  repaid  to 
the  banker  with  interest  in  the  effect  it  produces — an  outlay 
that  becomes  probably  one  of  the  most  profitable  of  his 
investments.1 

1  We  have  great  pleasure  in  transcribing  the  following  letter  from 
Mr.  Samuel  Jones  Loyd.*  It  was  addressed  to  the  chief  clerk  of  his 
London  bank.  We  abstain  from  all  eulogium,  as  the  letter  will  speak 
for  itself : — 

"  DEAR  ME.  KIRBT, 

"  The  enclosed  draft  for  £1.000  I  request  you  will  place  to  the 
credit  of  the  '  Clerks'  Christmas  Fund.'  At  the  close  of  the  first  year 
since  my  accession  to  the  head  of  this  concern,  I  am  desirous  of  offering 
to  those  through  whose  assistance  I  have  been  enabled  to  bring  it  to  a 
satisfactory  conclusion  some  substantial  proof  of  my  sense  of  their  ser- 
vices, and  of  the  interest  which  I  feel  in  all  that  concerns  their  comfort 
and  happiness.  The  year  now  closing  has  been  marked  by  some  circum- 
stances of  an  accidental  and  temporary  character,  which  have  tended  to 
throw  an  unusual  degree  of  labour  and  trouble  on  the  clerical  depart- 
ment of  the  office.  Of  the  readiness  with  which  this  difficulty  has  been 

*  Subsequently  Lord  Overstone. 
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In  all  banks  the  junior  clerks  have  lower  salaries  than 
the  senior  clerks.  In  Scotland,  a  clerk  usually  serves  an 
apprenticeship  of  three  years,  during  which  he  receives  but 
a  small  salary.  This  plan  has  been  introduced  into  some 
0?  our  country  banks.  In  London  it  does  not  exist.  In 
the  private  banks,  a  junior  clerk  usually  commences  with 
^£60  a-year,  and  a  portion  of  the  Christmas  money.  In  the 
joint-stock  banks,  where  no  Christmas  money  is  allowed, 
the  commencing  salary  is  usually  £80.  But  the  rules  of 
advance  are  various,  and,  indeed,  must  be  so,  depending 
as  they  do  upon  the  prosperity  of  the  banks,  and  other 
contingent  circumstances.  One  bank  may  assign  a  certain 
fixed  annual  increase  to  each  clerk,  whether  he  advance  in 
rank  or  not.  In  this  case,  his  salary  will  be  regulated 
entirely  by  the  number  of  his  years  of  service.  Another 
bank  may  have  a  fixed  salary  for  each  post,  and  a  clerk 
has  no  increase  of  salary  except  when  he  takes  a  step  in 
rank.  Another  bank  may  adopt  a  scale  of  salaries  com- 
bining the  principles  of  the  other  two.  For  instance, 
every  post  in  the  bank  may  have  a  fixed  minimum  salary. 
But  each  clerk  holding  a  post  for  a  certain  period  (say  for 
five  years)  has  an  annual  advance  for  that  period.  Then 
he  stops,  and  receives  no  further  advance  until  he  is  pro- 
moted to  the  next  post,  where  again  he  becomes  entitled 
to  the  annual  advances  belonging  to  that  post.  "We  give 
no  opinion  as  to  the  respective  merit  of  these  plans.  But 
there  is  one  principle  we  would  enforce — that  the  salaries 
of  the  clerks  should  be  regulated  by  the  prosperity  of  the 

met  and  overcome  I  am  very  sensible,  and  for  this,  as  well  as  for  the 
uniform  zeal  and  integrity  with  which  the  general  duties  of  the  office 
-are  discharged,  I  beg  that  the  clerks  will  accept  my  grateful  acknow- 
ledgment, and  that  you  and  they  will  believe  me  to  be  the  faithful  friend 
•of  you  all. 

(Signed)  "  S.  J.  LOYD. 

"  Lothbury,  Dec.  24th,  18-15." 
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bank.  If  the  bank  is  prosperous,  the  clerks  ought  to 
share  in  its  prosperity  ;  and  if  the  bank  is  unfortunate, 
the  clerks  must  consent  to  share  in  its  ill  fortune.  But, 
under  any  circumstances,  a  scale  of  salaries  is  desirable. 
It  prevents  caprice  on  the  part  of  the  bank,  and  jealousy 
on  the  part  of  the  clerks.  The  amount  of  salary  in  each 
case  should  be  fixed  by  rule,  and  not  by  favour. 

With  reference  to  this  subject  we  quote  from  Mr. 
Taylor's  work,  entitled  "  The  Statesman  " — a  work  which 
he  states  to  have  been  the  result  of  twelve  years'  official 
experience  : — 

"  It  is  often  said,  that  in  order  to  get  efficient  service 
good  pay  must  be  offered.  But  this  is  not  true,  as  applied 
to  first  appointments  of  young  men.  On  the  contrary,  it 
will  often  happen  that  the  largeness  of  the  temptation,  by 
bringing  into  activity  the  most  powerful  interests  through 
which  abuses  of  patronage  are  engendered,  will  lead  to 
the  appointment  of  a  worse  man  than  would  have  been 
obtained  by  a  smaller  offer.  On  the  other  hand,  though 
men  of  promise  are  to  be  had  cheap,  whilst  they  are  young 
and  their  value  is  little  known  to  themselves  or  others, 
they  cannot,  when  this  is  no  longer  their  condition,  be 
kept  for  a  small  consideration,  or  at  least  kept  contented. 
But  a  reasonable  degree  of  contentment  is  of  essential 
importance  where  the  understanding  is  the  workman. 
There  is  no  position  so  strong  as  that  of  a  man  who  stands 
upon  his  head  ;  and  if  he  be  not  induced  to  the  activity  of 
just  thinking  and  clear  reasoning,  he  will  hardly  be 
coerced  to  it.  Upon  the  whole,  therefore,  I  would  say, 
that  what  is  most  conducive  to  good  appointments  in  the 
first  instance,  and  thenceforward  to  deriving  benefit  from 
them,  is  to  offer  small  remuneration  to  the  beginner,  with 
successive  expectancies  proportioned  to  the  merits  which 
he  shall  manifest,  and  of  such  increasing  amount  as  shall 
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be  calculated  to  keep  easy,  through  the  progressive  wants 
of  single  and  married  life,  the  mind  of  a  prudent  man. 
Upon  such  a  system,  if  unfit  men  belonging  to  influential 
families  shall  make  good  an  entrance  into  the  service,  they 
will  be  more  easily  got  rid  of ;  since,  finding  that  they 
have  got  but  little  in  hand,  and  have  but  little  more  to 
look  to,  they  will  hardly  be  desirous  to  continue  in  a 
career  in  which  they  must  expect  to  see  their  competitors 
shoot  ahead  of  them." 

V.  Their  Sureties. — In  all  banks  the  clerks  give  sureties 
for  their  integrity — usually  two,  of  ,£500  each ;  and  in 
some  banks  these  amounts  are  increased  on  accession  to 
higher  offices.  Of  late  years  societies  have  been  formed, 
both  in  England  and  Scotland,  for  the  purpose  of  giving, 
on  the  part  of  clerks  and  others,  the  amount  of  security 
required. 

The  Lords  of  the  Treasury,  indeed,  all  Government 
Departments  which  require  securities,  and  most  of  the 
great  banking  companies  and  private  banks,  accept  the 
guarantee  of  these  societies  in  preference  to  private  surety- 
ship. 

In  the  year  1841  the  Bank  of  England  took  measures 
for  discontinuing  the  system  of  requiring  sureties  from 
the  clerks.  Every  clerk  subscribed  annually  two  shillings 
per  cent,  upon  the  amount  of  his  surety-bond.  When  he 
had  subscribed  in  the  course  of  five  years  (or  immediately 
if  he  chose),  ten  shillings  per  cent.,  the  liability  of  his 
sureties  ceased.  Every  new  clerk  subscribes,  when  ad- 
mitted, ten  shillings  per  cent,  on  the  amount  of  the  bond 
he  would  otherwise  give.  These  contributions  are  in- 
vested in  the  Three  per  Cent.  Reduced,  or  Consols.  This 
fund  is  fixed  at  ,£6,000  stock.  When  at  this  amount,  the 
interest  is  given  to  the  "  Clerks'  Widows'  Fund,"  a  fund 
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established  by  the  clerks,  with  the  assistance  and  support 
of  the  bank.  When  the  claims  have  reduced  the  guarantee 
fund  below  ,£6,000  the  interest  goes  to  this  fund  until  it 
has  increased  to  this  amount.  If  the  claims  reduce  the 
fund  so  low  as  =£4,700  then  the  clerks  are  required  to 
make  a  further  contribution  until  the  fund  is  again  raised 
to  £6,000.  But  this  contribution  is  never  more  than  two 
shillings  per  cent,  per  annum  on  the  amount  of  their 
respective  bonds.  Nor  can  any  claim  be  brought  against 
the  fund  greater  than  the  amount  of  the  bond  that  would 
have  been  required  from  the  defaulter.  The  clerks  still 
give  their  personal  bonds,  which  are  for  the  full  amount 
of  their  deficiencies.  This  is  an  admirable  plan  for  a  large 
establishment.  In  adopting  it  the  directors  have  shown  a 
sound  discretion,  as  it  makes  all  the  clerks  interested  in 
watching  over  one  another.  At  the  same  time,  they  have 
manifested  that  kindness  and  goodwill  which  have,  we 
believe,  at  all  times  distinguished  the  directors  of  the 
Bank  of  England  in  their  conduct  towards  their  clerks. 

Mr.  Thomson  Hankey,  when  governor,  delivered  to  the 
Banking  Institute  l  the  following  account  of  the  working 
of  this  system  : — 

••  With  regard  to  the  guarantee  system,  it  appeared  to 
him  that  the  principle  adopted  in  the  Bank  of  England  in 
1841,  by  his  predecessor,  was  capable  of  extension,  with 
great  benefit  to  the  clerks,  to  many  of  the  other  banking 

1  This  Institute  was  established  in  1851  on  the  initiative  of  the  editor 
of  the  "  Bankers'  Magazine/'  It  flourished  for  a  few  years,  and  then 
gradually  expired.  It  is  to  be  hopod  that  the  present  "  Institute  of 
Bankers,"  founded  in  London  last  year,  under  the  presidency  of  Sir 
John  Lubbock,  will  continue  to  receive  the  strong  support  with  which  it 
has  hitherto  been  carried  on,  and  continue  the  very  useful  work  it  has 
already  accomplished.  In  Scotland  a  similar  institute,  absorbing  the  old 
Bankers'  Literary  Society,  was  established  in  1875. 

JI.  C 
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institutions  of  the  country.  The  principle  of  that  plan 
was,  that  a  compulsory  payment  of  <£!  a-year  for  five 
years,  or  <£5  in  one  sum,  was  required  from  each  clerk,  on 
entering  the  establishment.  These  payments  accumulated 
until  they  amounted  to  a  sum  of  £6,000,  the  interest  of 
which  was  then  to  be  applied  to  another  purpose,  for  the 
benefit  of  the  clerk ;  but  in  the  meanwhile  the  fund  was 
applicable  to  all  losses  at  the  bank,  which,  under  ordinary 
circumstances,  would  fall  upon  the  private  sureties.  Every 
clerk,  on  entering  the  establishment,  was  bound  to  give 
security  to  the  amount  of  .£1,000.  "Well,  he  believed  the 
lowest  premium  the  guarantee  societies  would  take  was 
10s.  per  cent.,  or  =£5  for  the  .£1,000,  and  this  =£5  premium 
had  to  be  renewed  every  year.  Now,  the  amount  of  this 
.£5  premium  from  each  of  the  700  clerks  of  the  Bank  of 
England  would  be  .£3,500  a-year.  Well,  since  the 
guarantee  fund  to  which  he  had  alluded  had  been  esta- 
blished in  1841,  the  total  defalcations  in  the  Bank  of 
England  had  only  amounted  to  about  ,£1,500.  Now,  if 
the  700  clerks  had  paid  the  .£5  a-year  each  to  the  guarantee 
societies  for  the  whole  of  that  period,  it  would  have  raised 
nearly  as  much  as  .£40,000,  the  whole  of  which  would 
have  gone  into  the  pockets  of  the  guarantee  societies,  with 
the  exception  of  the  .£1,500  which  would  have  been  neces- 
sary to  make  good  the  defalcations.  Now,  if  .£40,000  had 
been  paid  in  premiums,  and  .£1,500  had  been  the  loss,  it 
would  require  very  little  argument  from  him  to  show  that 
the  guarantee  societies  would  have  been  very  great  gainers, 
at  the  expense  of  the  clerks." 

VI.  The  System  of  Promotion. 

It  need  hardly  be  observed  that  some  posts  in  a  bank 
are  more  important  than  others,  and  it  is  always  desirable 
that  the  most  clever  men  should  occupy  the  most  iin- 
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portant  posts.  This  object  is  desirable,  but  how  is  it  to 
be  attain 

The  three  main  divisions  of  employment  in  a  London 
bank  are — the  cashiers'  department — the  accountants' 
department — and  the  tellers',  or  out-door  department. 
All  the  clerks  enter  in  the  first  instance  in  the  tellers' 
department,  and  their  first  duties  comprise  the  collection 
of  the  payment  of  bills.  The  senior  tellers  are  occupied 
within  doors  in  various  duties  connected  with  the  out-door 
operations.  From  this  department,  as  vacancies  occur, 
the  clerks  are  promoted  to  higher  posts  in  either  the 
cashiers'  or  the  accountants'  department.1 

The  Cashiers'  Department. — The  cashiers  of  a  bank  stand 
at  the  counter,  and  attend  to  the  public.  These  officers, 
in  Scotland,  are  called  tellers ;  but  in  Scotland  their  duties 
are  less  important,  as  tellers  pay  no  cheques  until  they 
have  been  marked  by  the  accountant,  who  is  their  superior 
officer.  We  should  form  a  very  inadequate  idea  of  a 
cashier  iu  a  London  bank  if  we  considered  him  only  as  a 
mere  counter  of  money.  Quickness  in  counting  money  is 
indeed  one  very  necessary  qualification.  But  besides  this 
he  should  have  such  a  mental  organization  that  he  can 
recollect  the  general  average  of  each  customer's  balance, 
so  as  to  be  able  to  pay  their  cheques  without  a  too  frequent 
reference  to  the  ledger-keeper.  He  should  also  possess  a 
quickness  of  eye  in  detecting  forged  signatures — a  self- 
possession,  so  as  to  be  cool  and  collected  when  the  counter 
is  thronged  with  people — a  command  of  temper,  so  as  not 
to  be  irritated  by  undeserved  reproach — and  not  onlv  a 

1  It  is  of  course  in  large  banks,  where  there  is  necessarily  a  great 
subdivision  of  labour,  that  these  three  departments  exist  in  a  separate 
form.  In  smaller  banks,  though  the  duties  are  the  same,  yet  one  clerk 
may,  in  one  day,  perform  duties  belonging  to  each  of  the  three  depart- 
ments. 
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general  courtesy  of  manner  towards  tLe  public,  but  a 
peculiar  urbanity  towards  the  customers  of  the  bank,  with 
a  readiness  and  an  anxiety  to  promote  their  convenience 
in  any  matter  on  which  they  may  require  information  or 
advice.  In  fact,  it  may  justly  be  said,  that  there  is  no 
class  of  clerks  on  which  the  reputation  of  a  bank  with  the 
public  so  much  depends  as  on  the  cashiers.  And  hence, 
in  London  banks,  those  clerks  who  are  deemed  the 
quickest,  the  most  able,  and  the  most  gentlemanly,  are 
usually  promoted  to  this  office. 

The  Accountants'  Department  refers  to  the  keeping  of  the 
books  and  the  accounts.  The  main  qualifications  for  the 
clerks  in  this  department  are — good  handwriting,  accuracy 
in  figures,  and  method  in  the  arrangement  of  their  work. 
Slowness  is  no  positive  disqualification,  provided  it  be 
associated,  as  it  often  is,  with  application  and  perseverance. 
An  accountant  is  not  compelled  to  do  any  given  quantity 
of  work  within  a  given  time.  By  a  proper  arrangement  of 
his  duties  he  can  usually  contrive  to  keep  himself  pretty 
equally  employed  during  the  whole  of  the  day,  and  on 
busy  occasions  he  can  perform  what  remains  in  the  evening, 
after  the  hours  of  public  business.  A  steady  perseverance 
is  of  the  first  importance.  But  we  must  distinguish  be- 
tween those  qualities  required  in  the  clerks  of  the  accoun- 
tants' department,  and  those  required  in  the  accountant 
himself. 

The  chief  accountant  in  a  bank  is  not  a  mere  book- 
keeper. It  is  one  thing  to  keep  a  set  of  books  previously 
prepared  and  arranged,  and  another  to  frame  a  set  of  books, 
or  a  new  system  of  book-keeping,  adapted  for  any  operation 
that  is  proposed  to  be  carried  on.  In  the  latter  case,  men- 
tal powers  are  required  that  are  by  no  means  common.  And 
even  where  a  system  is  established,  the  chief  accountant 
of  a  bank  will  often  have  occasion  to  consider  the  best 
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way  of  passing  certain  transactions  through  the  books — 
of  framing  abstracts  of  operations  which  the  books  may 
not  immediately  supply — of  making  difficult  calculations, 
and  of  examining  lengthy  and  complicated  accounts,  and 
exhibiting  them  with  clearness  and  brevity.  A  good 
system  of  book-keeping,  and  a  clear-headed  accountant, 
would  have  prevented  many  a  bank  from  stopping  payment. 
From  this  statement  of  the  qualifications  of  cashiers  and 
accountants,  it  will  appear  that  most  clerks  will  be  more 
fitted  for  one  office  than  the  other,  and  it  is  desirable  that 
each  clerk  should  be  placed  in  the  department  for  which 
he  is  best  adapted.  Where  there  is  no  peculiar  adaptation, 
and  where  there  is  no  marked  difference  among  the  clerks, 
the  promotion  should  go  according  to  seniority — not 
seniority  in  regard  to  age,  but  seniority  according  to  the 
time  they  have  been  in  the  bank.  But  it  will  often  happen, 
not  only  in  the  first,  but  also  in  subsequent  steps  of  ad- 
vancement, that  the  clerk  who  is  entitled  to  a  vacant  post 
by  length  of  service,  is  not  so  well  qualified  for  it  as  some 
of  his  juniors.  But  even  in  this  case,  the  individual  should 
not  be  passed  over,  if  he  can  perform  the  duties  with  an 
average  degree  of  efficiency.  Should  he,  however,  be 
wholly  unqualified,  or  fall  below  mediocrity  in  his  qualifi- 
cations for  the  office,  there  should  be  no  hesitation  in  pro- 
moting over  him  some  other  clerk  better  adapted  for  the 
office.  As,  however,  all  such  cases  will  give  rise  to  some 
suspicion  of  favouritism,  and  as  the  party  who  is  passed 
over  is  sure  to  think  himself  unfairly  treated,  it  is  desi- 
rable that  the  clerk  thus  promoted  should  possess  such  a 
marked  superiority  over  the  other,  that  no  doubt  can  exist 
of  the  justice  and  propriety  of  the  arrangement. 

VII.  The  Eules  of  Discipline. 

As  the  discipline  of  the  office  must  depend  very  much 
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upon  the  chief  clerk,  a  description  of  his  duties  will  de- 
scribe many  of  the  duties  of  the  other  clerks. 

The  office  of  chief  clerk  requires  qualifications  of  no  or- 
dinary kind.  It  need  hardly  be  said  that  he  should  pos- 
sess a  thorough  knowledge  of  the  business  of  the  office. 
He  ought  also  to  possess  certain  moral  qualifications,  such 
as  a  command  of  temper,  a  love  of  order  and  regularity,  a 
rigid  adherence  to  discipline,  accompanied  by  kindness  of 
disposition  and  of  manners  towards  his  colleagues,  a  gentle- 
manly and  courteous  demeanour,  and,  above  all,  he  will  be 
expected  to  exemplify  in  his  own  conduct  those  precepts  it 
may  become  his  duty  to  inculcate  upon  others. 

The  following  are  the  principal  duties  of  a  chief  clerk : — 
To  see  that  the  clerks  come  at  proper  time  in  the  morn- 
ing, are  not  absent  unnecessarily  during  the  day,  and  that 
they  do  not  leave  the  bank  at  night  until  they  have  finished 
their  work. — To  see,  by  occasional  inspection,  that  all  the 
books  of  the  office  are  kept  in  a  proper  manner,  and  where 
he  finds  this  not  to  be  the  case,  to  give  such  instructions 
and  admonitions  as  the  circumstances  may  require. — To 
see  that  during  the  day  the  counter  is  properly  appointed, 
and  that  no  delay  takes  place  in  attending  to  the  wants  of 
the  public.  For  this  purpose  it  is  desirable  that  his 
desk  should  be  so  placed  as  to  command  a  view  of  the 
counter. — To  see,  by  occasional  inspection,  that  the  cus- 
tomers' books  are  written  up  in  a  proper  manner,  and  in 
case  of  complaint  he  will  personally  investigate  the  matter, 
and  explain  it  to  the  customer. — To  see,  early  in  the  morn- 
ing, that  the  balance  was  correct  on  the  preceding  night, 
and  when  otherwise,  he  will  himself  attend  on  the  second 
or  third  evening,  and  direct  that  proper  means  be  em- 
ployed to  discover  the  difference. — To  count,  at  such  times 
as  may  be  deemed  proper,  the  money  of  the  several  cashiers, 
and  when  necessary  to  report  thereon  to  the  banker.— To 
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see  that  all  the  officers  of  the  bant  conduct  themselves 
towards  each  other  and  the  public  in  a  courteous  and 
gentlemanly  manner,  and  to  maintain  throughout  the  office 
a  proper  state  of  discipline  and  subordination. — To  take 
charge  of  the  stationery  and  other  matters  used  in  the 
office,  and  to  prevent  any  loss  or  waste  of  any  portion  of  the 
property  of  the  bank. 

Besides  the  points  of  discipline  hinted  at  in  the  above 
description,  there  are  others  that  may  require  more  parti- 
cular notice,  as 

Punctuality  of  Attendance. — To  insure  punctuality  of  at- 
tendance in  the  morning,  some  banks  adopt  the  practice 
of  keeping  a  book,  in  which  every  clerk  writes  his  name  on 
his  arrival,  and  when  the  time  has  expired,  a  line  is  drawn, 
which  shows  who  has  arrived  in  time,  and  who  has  arrived 
late. 

Punctuality  of  attendance  is  an  index  of  character.  It 
may  fairly  be  inf erred  that  those  who  are  the  most  punctual 
in  the  morning  will  be  most  attentive  to  their  duties  during 
the  day,  that  they  have  formed  the  most  regular  habits, 
and  are,  consequently,  the  most  deserving  of  promotion. 
Those,  too,  who  are  the  most  punctual  are  the  most  deserv- 
ing of  occasional  holidays.  They  who  are  habitually  late 
must  be  regarded  as  having  chosen  to  take  their  holidays 
by  piece-meal  each  day,  and  they  can,  therefore,  have  no 
claim  to  other  holidays  besides.  In  all  applications  for 
promotion  or  leave  of  absence,  it  is  deserving  of  inquiry, 
whether  the  party  is  usually  punctual  in  his  attendance. 
With  regard  to  absence  from  illness,  it  cannot  be  supposed 
for  a  moment  that  any  clerk  would  pretend  to  be  ill  when 
he  is  not  so,  in  order  to  have  an  excuse  for  absenting  him- 
self from  the  bank.  An  act  of  this  kind  would  show  such 
a  want  of  personal  honour  as  should  be  a  disqualification 
for  holding  any  office  in  a  bank. 
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"  Few  things  occasion  more  dissatisfaction  and  annoy- 
ance to  the  superiors  in  a  bank  than  the  absence  of  clerks 
on  every  slight  attack  of  illness.  Unless  a  clerk  feels  him- 
self quite  unable  to  perform  his  duties,  it  is  very  injudicious 
for  him  to  absent  himself.  It  interferes  with  his  promo- 
tion, for  his  superiors  will  be  reluctant  to  advance  him  to 
any  post  where  his  absence  would  be  more  inconvenient 
than  while  he  is  engaged  in  an  inferior  situation.  In  ad- 
dition to  this,  the  superior  in  the  office  may  attribute  the 
attack  of  '  bile  '  or  '  indigestion '  to  the  indulgence  of  a 
convivial  taste,  which  it  will  be  well  for  a  clerk  to  avoid 
obtaining  a  character  for.  And,  under  any  circumstances, 
a  man  who  continues  at  his  post  as  long  as  he  is  able,  will 
stand  much  higher  in  the  estimation  of  those  with  whom 
lie  is  engaged  than  he  who  forsakes  his  duties  on  every 
trivial  occasion."  l 

A.  clerk  should  take  care  of  his  own  health.  We  think 
it  is  better  for  him  to  stand  than  to  sit  at  his  work.  His 
desk  should  be  raised  to  such  a  height  that  he  can  do  this 
without  stooping.  He  should  at  all  times  avoid  pressing 
his  chest  against  the  edge  of  the  desk,  as  that  may  produce 
serious  complaints.  The  post  most  friendly  to  health  is 
that  of  cashier.  He  is  generally  standing ;  his  attention 
and  mental  faculties  are  in  more  constant  activity,  and  he  is 
obliged  to  talk,  which  is  useful  to  the  lungs.  It  may  be 
doubted  whether  the  exercise  of  the  intellectual  faculties, 
when  not  carried  to  excess  nor  attended  with  anxiety,  is 
ever  injurious  to  health.  Those  mental  operations  which 
are  connected  with  the  office  of  a  bank  clerk  are  in  them- 
selves beneficial.  It  is  the  confinement,  the  impure  air,  and 
the  keeping  of  the  body  too  long  in  one  posture,  that  affects 
the  health.  Hence  clerks  should  live  at  a  distance  from 

1  "The  Bankers  Clerk,"  p.  151,  an  excellent  little  work,  published 
as  one  of  the  series  in  the  Guide  to  Service,  by  Mr.  Charles  Knight. 
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the  bank,  anchraZfc  to  and  fro.  If  they  reside  at  the  bank, 
they  should  take  exercise  in  the  open  air,  either  in  the 
morning  or  the  evening.  When  the  weather  is  bad,  they 
can  -walk  up  and  down  the  room,  with  the  windows  open. 
Any  kind  of  amusement  that  should  throw  the  body  into  a 
variety  of  attitudes  would  be  useful.  Singing  is  friendly 
to  health,  if  not  carried  to  excess,  nor  practised  in  confined 
or  crowded  apartments.  Boating,  in  moderation,  is  ser- 
viceable. Gardening  is  highly  beneficial.  A  clerk  who 
wishes  to  enjoy  good  health  should  never  keep  late  hours, 
nor  get  into  debt,  nor  gamble  in  the  funds.  He  should 
also  have  a  hobby,  that  is,  some  kind  of  fised  amusement 
to  employ  his  time  when  absent  from  the  bank,  in  order 
to  change  the  current  of  his  thoughts,  and  to  counteract 
those  evils  that  sometimes  arise  from  monotony  of  occu- 
pation. If  this  hobby  should  be  of  a  kind  to  be  useful  or 
instructive  as  well  as  recreative,  all  the  better.  The  great 
disease  against  which  he  should  guard  is  consumption. 
He  will  be  more  subject  to  this  in  youth  than  in  more  ad- 
vanced age.  And  it  has  been  remarked  that  healthy  young 
men,  fresh  from  the  country,  when  appointed  clerks,  have 
become  more  susceptible  of  consumption  than  less  robust 
persons  who  have  been  seasoned  by  a  residence  in  London. 
The  Bank  of  England  have  a  medical  gentleman  who 
attends  at  the  bank  one  hour  every  day.  He  is  employed 
by  the  directors  upon  matters  connected  with  the  health 
of  their  clerks.  Every  clerk,  when  appointed,  is  examined, 
to  ascertain  that  he  is  in  good  health.  If  he  applies  for 
leave  of  absence  on  the  ground  of  ill-health,  he  undergoes 
a  medical  examination.  If  absent  from  illness,  he  is 
visited  by  the  bank  surgeon,  who  reports  to  the  directors 
upon  the  nature  of  his  complaint,  and  its  probable  dura- 
tion. If  a  clerk  complains  that  his  employment  is  in- 
jurious to  his  health,  he  is  examined,  and  in  some  cases 
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his  employment  is  changed.  If  he  applies  for  a  pension 
on  account  of  age  or  illness,  he  is  also  examined.  In 
each  of  these  cases  a  formal  medical  report  is  drawn  up, 
and  laid  before  the  directors.  It  is  not  the  duty  of  the 
surgeon  to  prescribe  for  the  clerks ;  but  in  the  case  of  the 
porters  or  messengers,  he  acts  as  their  medical  attendant, 
and  is  paid  by  the  bank. 

It  is  worthy  of  inquiry,  whether  this  excellent  arrange- 
ment might  not  be  extended,  and  adopted  by  other  bank- 
ing institutions.  Why  should  not  every  large  company 
give  a  fixed  salary  to  a  medical  man  to  attend  to  the  health 
of  all  their  clerks  ?  This  would  often  be  useful  in  pre- 
venting illness,  or  in  checking  its  first  approaches.  It 
would  thus  preclude,  in  some  cases,  those  inconveniences 
which  are  now  felt  through  the  absence  of  sick  clerks  ; 
while  it  would  be  a  boon  to  the  establishment,  and  save 
them  what,  in  some  instances,  must  be  a  heavy  item  of 
expense. 

Holidays. — It  is  desirable,  on  several  accounts,  that  all 
the  officers  of  a  bank,  and  especially  those  who  are 
entrusted  with  cash,  or  other  property,  should  once  a  year 
have  leave  of  absence  for  at  least  a  week  or  a  fortnight. 
This  should  not  even  be  optional — it  ought  to  be  a  fixed 
rule  with  which  they  should  be  expected  to  comply. 
These  absences  should  be  arranged  to  take  place  at  those 
seasons  of  the  year  when  they  will  be  of  the  least  incon- 
venience to  the  business  of  the  bank.  These  holidays 
ought  to  be  readily  granted  on  the  ground  of  kindness  and 
humanity ;  but  where  these  feelings  do  not  exist,  motives 
of  self-interest  alone  would  prompt  a  ready  acquiescence 
in  such  applications.  In  the  first  place,  a  great  incon- 
venience is  often  experienced  in  large  establishments  from 
the  illness  of  the  clerks  when  they  are  denied  proper 
seasons  of  relaxation.  In  this  case,  the  loss  of  time  from 
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ill-health  is  greater  than  that  which  would  be  occasioned 
by  holidays.  A  sick  clerk,  even  when  he  attends  to  his 
duties,  is  neither  so  quick,  nor  so  correct,  nor  can  he  get 
through  so  much  work,  as  a  clerk  who,  by  proper  recrea- 
tion, has  been  kept  in  perfect  health.  These  occasional 
holidays  tend  very  much  to  improve  the  efficiency  of  an 
office.  When  a  clerk  is  absent,  the  next  in  seniority  takes 
his  place  ;  and  when  all  the  clerks  have  been  absent  in 
turn,  every  duty  in  the  bank  becomes  perfectly  familiar  to 
at  least  two  persons,  so  that  in  the  case  of  those  absences 
which  arise  from  unavoidable  causes,  little  inconvenience 
comparatively  is  felt.  But  while  the  bank  is  thus  rendered 
independent  of  any  one  individual,  it  must  not  be  supposed 
that  the  absence  of  a  clerk  lessens  the  importance  attached 
to  his  services.  "When  a  clerk  is  really  efficient,  an  occa- 
sional absence  renders  his  value  more  apparent,  and  in- 
creases the  estimate  formed  of  his  character  ;  while  the 
indulgence  he  has  received  will  stimulate  his  energies  and 
increase  his  desire  to  render  himself  more  than  ever  useful 
to  his  principals. 

Another  advantage  to  a  banking  establishment  from 
the  absence  of  their  clerks  is,  that  it  furnishes  an  addi- 
tional guarantee  for  their  honesty.  We  have  known 
instances  of  frauds  being  carried  on  for  several  years  by 
clerks  who  were  constant  in  their  attendance,  while  a 
single  day's  absence  would  necessarily  have  led  to  a  detec- 
tion of  their  dishonesty.  When  a  clerk  takes  his  holidays, 
all  the  property  under  his  care  is  given  over  into  other 
hands  ;  and  the  knowledge  that  he  will  be  called  upon  to 
do  this  periodically,  may  deter  him  in  the  first  instance 
from  commencing  a  career  which  must  be  thus  necessarily 
exposed. 

Customers'  Books. — It  should  be  a  great  object  with  the 
chief  clerk  to  see  that  the  customers'  books  are  written  up 
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correctly  and  neatly,  in  a  good  handwriting,  and  free  from 
blots  or  erasures.  These  are  the  only  books  that  go  out 
of  the  bank,  and  therefore  they  are  the  chief  means  by 
which  the  customers  can  judge  as  to  the  manner  in  which 
the  business  of  the  office  is  conducted.  It  is  not  advisable 
that  the  writing  up  of  these  books  should  be  left  to  the 
junior  clerks.  They  should  be  placed  in  the  hands  of  clerks 
of  some  standing.  The  same  book  should  always  be  writ- 
ten up  by  the  same  clerk  ;  and  when  it  can  be  so  managed, 
the  credit  and  debit  side  should  both  be  in  the  same  hand- 
writing. One  of  the  best  writers  in  the  office  should  be 
appointed  to  this  post,  and  his  salary  should  be  propor- 
tionate to  its  importance. 

It  is  the  practice  of  all  bankers  to  let  the  customers' 
book  be  a  copy  of  the  ledger  with  the  sides  reversed,  Thus 
the  credit  side  of  the  ledger  is  the  debit  side  of  the  cus- 
tomers' book.  The  reason  assigned  for  this  is,  that  the 
ledger  is  the  banker's  account  against  his  customer,  and 
the  book  is  the  customer's  account  against  the  banker. 
Hence  the  customer,  when  he  looks  at  his  book,  has  at  his 
left  hand  the  sums  with  which  he  has  debited  his  banker, 
and  at  his  right  the  sums  which  are  to  the  banker's 
credit. 

Cashiers'  Deficiencies. — It  cannot  be  expected  that  a 
cashier  can  receive  and  pay  away  money  for  a  whole  year, 
and  yet  never  make  any  mistakes.  Some  deficiencies  will 
be  sure  to  arise.  Each  cashier  is  considered  liable  to  make 
good  his  own  loss.  But,  to  meet  these  deficiencies,  some 
banks  allow  to  each  cashier  a  certain  sum — say  <£20  or 
d£30  per  annum — which  is  called  risk-money.  Others  pay 
such  deficiencies  as  may  arise  during  the  year,  giving  an 
admonition  to  any  cashier  whose  deficiencies  are  usually 
large.  Superior  accuracy  in  this  respect  is  also  considered 
as  one  test  of  superior  merit,  and  therefore  as  forming  one 
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claim  to  promotion.  When  a  cashier  takes  his  holidays, 
he  delivers  up  his  cash  to  the  chief  clerk,  who  counts  it, 
and  sees  that  it  is  correct,  and  then  delivers  it  to  the  clerk 
who  is  to  act  for  the  cashier,  who  signs  an  acknowledgment 
in  the  money-book  that  he  has  received  the  right  amount. 
The  cashier,  on  his  return,  will  make  a  similar  entry.  It  is 
said  to  be  the  practice  in  some  establishments  for  the  chief 
clerk  to  count  the  cash  of  all  the  cashiers  every  Saturday 
night.  But  when,  from  the  extent  of  the  business,  this 
cannot  be  done,  he  counts  the  cash  of  each  cashier  indi- 
viduallv,  at  such  times  as  may  be  most  convenient  to  him- 
self, giving  the  cashier  no  previous  notice  of  his  intention 
to  do  so.  He  immediately  reports  to  the  banker  any  defi- 
ciency he  may  discover.  In  all  banks  it  is  understood  that 
the  cashier  is  not  allowed  to  apply  any  part  of  the  bank 
money,  even  temporarily,  to  his  private  use,  nor  to  lend  any 
sum,  however  small,  to  the  other  clerks,  upon  their  1 0  Us, 
or  other  engagement.  Any  violation  of  this  rule,  though 
with  no  fraudulent  intention,  is  considered  a  sufficient 
ground  for  instant  dismissal. 

Gambling  in  the  Funds,  or  in  Shares. — Some  banks  make 
it  a  rule  to  dismiss  any  clerk  that  is  found  to  be  engaged 
in  transactions  of  this  kind.  The  evil  effects  of  such  prac- 
tices are  very  great.  Speculative  engagements  will  neces- 
sarily distract  their  minds,  and  draw  their  attention  from 
their  official  duties.  If  unfortunate,  their  personal  comforts 
may  be  diminished :  they  may  incur  debts  that  will  require 
years  of  saving  to  liquidate,  or  they  may  be  tempted  to 
actions  which  would  ruin  themselves  and  disgrace  their 
families. 

VHI.  The  Training  of  Clerks  for  higher  Offices. 
Whatever  natural  talents  a  young  man  may  have  when 
he  enters  a  bank,  he  cannot  be  expected  to  perform  his 
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duties  well  until  he  has  been  instructed.  There  is  a  good 
way  and  a  bad  way,  a  quick  way  and  a  slow  way,  of  per- 
forming even  the  most  simple  operation.  Incorrect  or 
slovenly  habits,  when  once  acquired,  are  not  easily  aban- 
doned. "When,  therefore,  a  young  man  enters  a  bank,  he 
should  be  placed  under  the  tuition  of  another  clerk,  well 
qualified  to  instruct  him  with  regard  to  all  his  immediate 
duties.  It  is  also  desirable  that  the  chief  clerk  should  not 
have  much  manual  labour,  but  should  have  leisure  to  walk 
round  the  office — stand  for  a  while  at  the  elbow  of  each 
clerk — observe  his  peculiar  defects — and  give  such  in- 
structions as  he  may  deem  necessary  or  useful.  The 
senior  clerks,  generally,  should  also  be  ready  at  all  times 
cheerfully  and  courteously  to  give  instruction  to  their 
juniors. 

There  are  many  ways  of  ascertaining  the  relative  merits 
•of  a  clerk.  There  is  one  obvious  way ;  that  is,  to  inspect 
the  books  which  he  keeps.  It  can  readily  be  seen  if  they 
are  kept  in  a  good  and  neat  hand — if  there  are  any  blots 
or  erasures — and  if  they  indicate  any  great  degree  of  care- 
lessness or  otherwise.  Quickness  is  generally  an  evidence 
of  cleverness.  A  clerk  who  can  count  notes  very  fast,  or 
who  can  cast  up  a  long  column  of  figures  very  quickly,  and 
yet  accurately,  is  generally  a  clever  man.  Quickness  of 
hand  denotes  quickness  of  head,  and  it  will  generally  be 
found  that  these  two  kinds  of  quickness  go  together.  We 
do  not  say  that  this  mechanical  quickness  of  head  proves 
soundness  of  judgment,  but  neither  does  it  prove  the  re- 
verse. In  a  clerk  it  is  a  decided  recommendation. 

Another  test  of  the  cleverness  of  a  clerk  is,  the  opinion 
formed  of  him  by  his  fellow-clerks.  When  men  associate 
together  day  after  day  for  a  number  of  years,  both  their 
excellences  and  their  defects  become  known  to  each  other, 
and  each  man  falls  into  the  position  to  which  his  qualities 
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entitle  him.  The  opinion  which  any  one  clerk  expresses  of 
the  relative  merits  of  the  other  clerks  will  generally  be 
correct,  when  his  own  interest  is  not  concerned.  The 
opinion  he  may  express  will,  in  fact,  be  the  opinion  of  the 
office,  formed  not  only  on  his  own  experience,  but  also  on 
the  experience  of  all  the  other  clerks. 

The  report  of  the  chief  clerk  will  generally  express  this 
united  opinion  of  the  office.  But  it  is  well  for  a  banker 
to  keep  himself  well  acquainted,  at  all  times,  with  the  sen- 
timents generally  entertained  by  the  chief  clerk  respecting 
the  other  clerks,  and  not  ask  his  opinion  merely  when  there 
is  an  opening  for  promotion.  On  these  occasions,  feelings 
of  kindness,  or  the  reverse,  may  induce  a  chief  clerk  to 
speak  of  the  party  in  a  somewhat  different  tone  from  that 
which  he  would  employ  at  ordinary  times. 

"SVith  a  view  to  the  proper  training  of  clerks,  it  is  desi- 
rable that  there  should  not  be  too  many  in  proportion  to 
the  work.  If  the  clerks  are  unemployed  for  any  conside- 
rable portion  of  the  day,  their  habits  of  attention,  of  in- 
dustry, and  of  quickness,  are  impaired,  so  that  they  do  less 
work  even  in  those  hours  in  which  they  are  occupied.  The 
duties  of  each  clerk  should  be  sufficiently  heavy  to  require 
a  continuous  application  of  the  mind  during  the  whole  of 
the  working  hours.  If  a  banker  find  that  the  clerks  have 
time  to  read  books  or  newspapers,  or  to  carry  on  either 
gambols  or  quarrels  among  themselves,  during  the  hours  of 
business,  he  may  safely  infer  that  he  has  too  many  hands.  By 
reducing  the  number  he  will  make  each  clerk  more  efficient, 
and  the  work  will  be  better  done.  He  will  also  be  able  to 
increase  their  salaries  individually.  It  is  better  that  the 
same  amount  of  monev  should  be  distributed  amono-  a 

"  O 

smaller  number  of  effective  men  than  among  a  larger  num- 
ber who  are  less  effective. 

For  the  purpose  of  training  the  clerks,  it  is  desirable 
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that  their  labours  should  be  so  subdivided  as  that  the 
duties  of  one  office  should  be  a  training  for  the  office  im- 
mediately above  it.  The  clerk,  on  his  entrance  into  the 
bank,  will  thus  have  to  perform  those  operations  that 
require  the  least  degree  of  professional  knowledge — of 
knowledge  peculiar  to  the  business  of  a  bank — and  will 
advance  step  by  step  (each  step  requiring  but  a  small  ad- 
dition to  his  previous  knowledge)  to  the  higher  posts. 
When  it  is  ascertained  for  which  department — the  cashier's 
or  the  accountant's — the  teller  is  best  adapted,  he  should 
be  put  into  that  post,  the  operations  of  which  will  form 
the  best  training  for  those  duties  which,  when  promoted, 
he  will  have  to  discharge. 

The  occasional  absences  of  the  clerks  are  conducive  to 
their  improvement.  The  juniors  thus  learn  to  perform 
the  duties  of  their  superiors.  New  arrangements  are 
formed  temporarily  for  a  different  division  of  labour,  and, 
the  hands  being  fewer,  an  additional  stimulus  is  given  to 
exertion.  It  is  also  useful,  when  it  can  be  done,  for  the 
clerks  to  change  occasionally,  and  do  each  other's  work. 
Every  clerk  should  be  encouraged  to  suggest  any  improve- 
ments for  abridging  or  facilitating  his  own  labour.  When 
a  bank  has  several  branches,  it  is  often  advisable  that  an 
occasional  absence  at  one  branch  should  be  supplied  by  a 
clerk  brought  from  another  branch.  A  good  inspector  of 
branches  will  inspect  the  cashier's  and  the  accountant's  de- 
partment as  well  as  the  manager's  ;  and  when  he  finds  any 
improvement  at  one  branch,  he  will  introduce  it  into  all 
the  other  branches. 

But  the  greatest  stimulus  to  improvement  in  the  clerks 
is  an  impartial  system  of  promotion.  It  is,  perhaps,  de- 
sirable that  instances  should  occur  sometimes,  of  a  clerk, 
who  is  entitled  to  a  higher  post  from  seniority,  being 
passed  over,  in  order  to  show  that  superior  merit  is  re- 
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garded.  But  it  should  always  be  obvious  that  the  clerk 
who  is  promoted  has  superior  merit.  If  a  clerk  is  put  over 
the  head  of  another  from  favouritism,  or  caprice,  on  the 
part  of  the  banker — or  from  the  influence  of  friends,  cus- 
tomers, or  shareholders — or  even  for  qualities  good  in 
themselves,  but  not  increasing  his  efficiency  as  a  clerk — 
then  will  great  evils  arise  from  his  appointment,  even 
though  he  should  be  as  well  qualified  as  the  man  who  was 
.entitled  to  the  post  from  seniority. 

Another  effectual  means  of  training  clerks  is  the  daily 
balance. 

The  books  are  balanced  every  night,  before  the  clerks 
leave  the  bank.  But  mistakes  will  necessarily  occur 
during  the  day,  and  to  discover  these  will  occupy  a  little 
time.  The  total  amount  of  error  is  called  "  the  diffe- 
rence ; "  and  to  endeavour  to  discover  the  error  is  called 
>;  searching  for  the  difference."  Those  clerks  who  arc 
thus  employed  in  the  evening  are  said  to  be  "  upon  the 
balance."  In  large  establishments  it  is  usual  to  divide 
the  whole  body  of  clerks  into  classes,  who  take  it  in  turn, 
to  be  "  upon  the  balance."  By  this  arrangement,  all  those 
who  are  not  "  upon  the  balance  "  can  leave  the  bank  as 
soon  as  their  own  work  is  done.  The  smaller  the  num- 
ber of  clerks  on  the  balance,  the  better.  Thus,  in  a  bank 
of  forty-two  clerks,  six  would  be  sufficient  to  be  on  the 
balance.  If  a  larger  number — say  twelve — were  retained, 
the  juniors  would  do  nothing,  or  else  they  would  be 
employed  on  the  inferior  books,  from  which  they  would 
learn  nothing.  But  when  only  six  are  retained  they  must 
all  work,  and,  what  is  better  still,  they  must  all  think. 
They  will  all  acquire  a  thorough  knowledge  of  the  whole 
system  of  book-keeping,  and  be  able  to  ascertain  in  what 
way  errors  in  one  book  may  counteract  errors  in  another 
book,  and  how  the  errors  discovered  will  bear  upon  "  the 
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difference."  In  large  establishments,  almost  the  only  way 
in  which  a  junior  clerk  can  learn  the  whole  system  of 
book-keeping  is  from  being  "  upon  the  balance."  But 
this  is  an  effectual  one.  It  also  gives  him  an  opportunity 
of  showing  his  talents.  Some  clerks  are  far  more  quick  in 
discovering  the  difference  than  others  are  ;  and  this  quick- 
ness is  generally  a  fair  criterion  of  the  general  talent  of 
the  party.  The  clerk  who  "  skulks  "  the  balance  avoids 
the  best  means  of  improvement,  and  the  best  opportunity 
of  showing  his  talents.  But  such  persons  have  usually 
no  talents  to  show.  A  clerk  who  acts  in  this  way  betrays 
a  consciousness  of  being  a  fool. 

We  have  here  spoken  of  that  kind  of  training  which 
is  adapted  to  the  making  of  clever  clerks.  But  as  in  the 
joint-stock  banks  a  clerk  may  become  a  manager,  it  is 
desirable  that  those  clerks  who  are  deemed  the  most 
clever  should  be  put  under  a  course  of  training  that  will, 
with  experience,  qualify  them  for  that  office.  It  is,  in 
some  respects,  more  difficult  to  do  this  in  a  large  esta- 
blishment than  in  a  small  one.  In  a  bank  that  has 
forty  clerks,  one  clerk  sees  only  a  fortieth  part  of  its 
operations.  In  a  bank  where  there  are  only  ten  clerks 
one  clerk  sees  a  tenth  part,  and  may  easily  acquire  a  tole- 
rable knowledge  of  the  whole.  A  bank  that  has  many 
branches  has  a  great  facility  for  training  clerks  to  become 
managers.  When  a  branch  manager  is  absent  from  illness, 
or  any  other  cause,  one  of  the  senior  clerks  of  that  or 
some  other  branch  will  take  his  place,  and  thus  gradually 
become  accustomed  to  the  duties  of  the  office. 

The  clerks  thus  selected  for  this  kind  of  training  should 
be  young  men  who  are  quick  and  efficient  in  the  discharge 
of  all  their  official  duties,  and,  moreover,  possess  a  good 
temper,  gentlemanly  appearance  and  manners,  a  degree  of 
literary  information,  with  a  desire  of  improving  their 
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knowledge  and  their  talents.  They  should  not  be  young 
men  who  have  entered  the  bank  until  they  can  get  some- 
thing better,  but  those  who  look  to  banking  as  their  pro- 
fession, and  are  ambitious  of  attaining  to  the  highest  posts 
in  the1  establishment.  But  beyond  the  qualities  we  have 
enumerated,  it  is  necessary,  above  all  things,  that  they 
should  have  habits  of  business. 

"  '  Habits  of  business'  is  a  phrase  which  includes  a  variety 
of  qualities — industry,  arrangement,  calculation,  prudence, 
punctuality,  and  perseverance.  And  these  virtues  are  exer- 
cised, not  from  the  impulse  of  particular  motives,  but  from 
habit.  If  you  hear  a  man  boast  of  being  industrious,  you  may 
safely  infer  that  he  does  not  possess  the  habit  of  indus- 
try ;  for  what  a  man  does  from  habit,  he  does  mechanically, 
without  thinking  of  the  merit  of  his  actions,  though  they 
may  be  highly  meritorious.  Habits  of  business  are  essen- 
tial to  a  merchant.  But  though  essential  to  a  merchant, 
they  are  not  peculiar  to  him.  They  are  as  necessary  to  a 
professional  man  as  to  a  merchant — as  necessary  to  ladies 
as  to  gentlemen — as  necessary  for  the  government  of  a 
family  as  for  the  government  of  a  commercial  establish- 
ment. The  greater  the  intellectual  talents  of  the  indi- 
vidual, the  more  necessary  are  habits  of  business  to  keep 
him  steady  in  his  course.  The  more  canvas  he  spreads, 
the  more  ballast  he  requires.  If  we  examine  the  history 
of  those  illustrious  characters  who  have  risen  to  eminence 
as  the  masters,  the  legislators,  or  the  instructors  of 
mankind,  we  shall  find  they  have  been  as  much  distin- 
guished by  their  habits  of  business  as  by  the  superiority 
of  their  intellect ;  while,  on  the  other  hand,  we  could  easily 
point  out,  in  every  science  and  in  every  path  of  life,  some 
young  men  who,  though  of  towering  genius,  have  become 
lost  to  themselves,  and  have  disappointed  the  hopes  of  all 
their  friends,  through  a  want  of  habits  of  business. 
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They  have  burst  upon  the  world  with  more  than  noon- 
tide splendour,  they  have  attracted  universal  notice,  they 
have  excited  big  expectations,  and  suddenly  they  have 
darted  into  an  oblique  course,  and  passed  into  oblivion." ' 
If  a  clerk  be  intended  to  be  trained  for  a  manager,  it  may 
be  questioned  whether  he  will  be  improved  by  remaining 
a  long  time  as  a  clerk.  The  two  offices  are  very  distinct, 
and  they  call  into  operation  distinct  qualities  and  opera- 
tions of  mind.  A  very  old  banker's  clerk  (unless  he  has 
been  a  chief  clerk)  is,  generally,  from  the  very  length  of 
his  service,  disqualified  for  being  a  manager.  Seven  to  ten 
years'  experience  as  a  clerk  is  quite  long  enough,  and  after 
that  period  the  sooner  he  becomes  a  manager  the  better, 
provided  he  has  the  necessary  qualifications.  Even  during 
that  time  he  should  have  been  occasionally  employed  in 
those  operations  that  require  the  exercise  of  his  faculties 
as  a  man  of  business.  It  has  often  been  said,  that  good 
servants  make  bad  masters.  If  this  be  true,  it  is  pro- 
bably the  result  of  an  intellectual  more  than  a  moral  de- 
ficiency. A  lengthened  service  causes  the  mental  faculties 
to  move  in  a  routine  from  which  they  cannot  be  suddenly 
aroused  into  an  attitude  of  independence,  so  as  to  be  able 
to  trace  causes  and  effects,  to  balance  opposing  considera- 
tions, and  to  engage  in  those  reasoning  processes  which 
are  required  by  the  exercise  of  authority.  Hence  it  is, 
that  before  a  clerk  is  appointed  a  manager,  he  should 
undergo  some  kind  of  training.  The  best  training  for 
being  a  manager  is  that  of  being  chief  clerk,  or  of  holding 
an  equivalent  post  next  to  the  manager.  It  will  neces- 
sarily follow  that  the  holder  of  such  a  post  will  have  occa- 
sionally to  take  the  place  of  the  manager,  and  the  manner 
in  which  he  may  then  act  will  be  a  fair  criterion  by  which  to 
judge  of  his  qualifications  for  that  or  a  similar  situation. 
1  "  Lectures  on  Ancient  Commerce,"  by  J.  W.  Gilbart. 


PRACTICE    OF    BANKING.  37 

Among  the  means  of  training  clerks  for  superior  offices, 
\re  should  give  a  high  rank  to  the  formation  of  a  library  of 
banking  books,  to  which  the  whole  of  the  establishment 
should  at  all  times  have  access.  The  remarks  we  made  in 
a  letter  addressed  to  the  manager  of  a  country  bank,  in 
the  rear  1846,  and  which  was  afterwards  published  in  the 
"Banker's  Magazine,"  are,  we  think, not  inapplicable  to 
this  subject : — 

'•  I  wish  you  would  advise  your  directors  to  celebrate 
their  success  by  sending  to  each  of  their  branches  monthly 
a  copy  of  the  '  Banker's  Magazine.'  I  am  sure  this  would 
be  a  profitable  investment  of  some  portion  of  your  sur- 
plus funds,  and  would  yield  an  ample  return  in  the  results 
irising  from  the  increased  knowledge  and  skill  of  your 
managers.  Here  they  will  learn  points  of  law  and  of  practice, 
with  which  they  were  previously  unacquainted,  and  be 
better  prepared  to  deal  with  such  cases  when  they  occur  in 
their  own  experience.  It  seems  peculiarly  necessary  that 
managers  of  branches,  who  have  not  the  opportunity  of 
immediately  consulting  with  any  of  the  directors,  should 
be  supplied  by  the  bank  with  the  means  of  obtaining  this 
kind  of  information.  Losses  are  sometimes  incurred  by 
joint-stock  banks  through  the  want  of  knowledge  of  a 
little  banking  law  on  the  part  of  their  principal  officers. 
The  managers  would  not  be  the  only  gainers.  The  other 
officers  of  the  branches  would  have  the  opportunity  of  self- 
improvement,  and  thus  routine  clerks  might  become  intelli- 
gent bankers,  and  you  would  train  in  your  own  establish- 
ment a  constant  supply  of  able  men  to  take  the  places, 
when  necessary,  of  tiie  existing  managers.  It  is  one  of  the 
excellences  of  our  system,  that  the  junior  clerks  may  look 
forward  to  being  placed  at  the  head  of  the  establishment ; 
but  this  can  only  take  place  in  those  instances  wherein 
the  clerks  endeavour  to  acquire  that  professional  and 
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general  knowledge  which  is  necessary  in  the  present  day, 
in  order  to  discharge  the  duties  and  maintain  the  position 
of  a  manager.  Unless  they  do  this,  those  who  are  now 
clerks  will  remain  clerks  as  long  as  they  live,  and  the  next 
generation  of  managers  will  be  taken  from  the  more  in- 
structed classes  of  society." 

The  manager  of  a  joint-stock  bank  in  the  midland 
counties  informs  us  that  his  directors  recently  voted  .£100 
towards  the  formation  of  a  bank  library.  To  the  directors 
of  other  banks  we  would  say,  "  Go  and  do  likewise." l 

In  training  clerks  for  intellectual  offices,  it  is  advisable 
not  to  give  them  too  many  instructions  with  regard  to 
minute  details.  They  should  be  taught  to  think  for  them- 
selves. A  man's  talents  are  never  brought  out  until  he 
is  thrown,  to  some  extent,  upon  his  own  resources.  If  in 
every  difficulty  he  has  only  to  run  to  his  principal,  and 
then  implicitly  obey  the  directions  he  may  receive,  he  will 
never  acquire  that  aptitude  of  perception,  and  that  prompt- 
ness of  decision,  and  that  firmness  of  purpose,  which  are 
essentially  necessary  to  those  who  hold  important  and 
responsible  offices.  Young  men  who  are  backward  in  this 
respect  should  be  entrusted  at  first  with  some  inferior 
matters,  with  permission  to  act  according  to  their  discre- 
tion. If  they  act  rightly,  they  should  be  commended ;  if 
otherwise,  they  should  not  be  censured,  but  instructed. 
A  fear  of  incurring  censure — a  dread  of  responsibility — has 
a  very  depressing  effect  upon  the  exercise  of  the  mental 
faculties.  A  certain  degree  of  independent  feeling  is  es- 
sential to  the  full  development  of  the  intellectual  charac- 
ter. It  should  be  the  object  of  a  banker  to  encourage  this 

1  In  the  year  1850  a  Literary  Association  was  formed  by  the  clerks 
of  the  Bank  of  England.  The  directors  assigned  three  rooms  within  the 
Bank  for  a  Library,  a  Reading-room,  and  a  Lecture-room,  and  gave 
d£500  towards  the  funds.  Several  of  the  directors  individually  presented 
also  handsome  donations  of  both  money  and  books. 
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feeling  in  his  superior  officers.  Those  bankers  who  extend 
their  commands  to  the  minutest  details  of  the  office,  exact- 
ing the  most  rigid  obedience  in  matters  the  most  trivial, 
harshly  censuring  their  clerks  when  they  do  wrong,  and 
never  commending  them  when  they  do  right,  may  them- 
selves be  very  clever  men,  but  they  do  not  go  the1  way  to 
get  clever  assistants.  At  the  same  time,  they  exhaust 
their  own  physical  and  mental  powers  by  attending  to 
matters  which  could  be  managed  equally  well  by  men  of 
inferior  talent. 

After  a  clerk  has  become  a  manager,  his  education  has 
yet  to  be  completed.  Lord  Bacon  observes,  that  reading 
makes  a  wise  man ;  writing  an  exact  man  ;  and  conversa- 
tion a  ready  man.  "\Yhatever  knowledge  he  may  have 
acquired  by  reading  or  otherwise — however  exact  he  may 
have  been  in  the  discipline  of  the  office — the  young  manager 
has  yet  to  become  a  ready  man.  He  has  to  apply  his 
knowledge  promptly  and  independently,  and,  at  the  same 
time,  wisely.  This  habit  he  will  acquire  by  time.  The 
exercise  of  authority  over  other  men  produces  an  indepen- 
dence of  mind  which  is  friendly  to  the  maturing  of  the 
understanding ;  while  the  necessity  for  giving  immediate 
decisions  in  conversation  with  his  customers  will  have  a 
tendency  to  produce  promptness  of  judgment.  There  is 
no  profession  in  which  experience  is  more  useful  than  in 
banking.  But  it  is  useful,  not  so  much  in  the  amount  of 
knowledge  that  is  acquired  (though  that  is  important),  as 
in  the  improvement  it  imparts  to  those  intellectual  faculties 
which  are  called  into  exercise.  It  is  by  constant  practice 
that  these  faculties  gather  strength.  Habits  are  formed 
by  repeated  acts,  and  they  can  be  formed  in  no  other  way. 

Before  closing  this  section  on  the  administration  of  the 
office,  we  may  observe,  that  although  the  duties  of  a  chief 
clerk  are  quite  distinct  from  those  of  a  banker,  yet  in  small 
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establishments  they  are  often  performed  by  the  same  person. 
In  branch  banks,  generally,  the  manager  is  both  the  banker 
and  the  chief  clerk.  But  as  the  branch  increases,  the 
manager  will  gradually  transfer  to  the  second  officer  the 
duties  of  the  chief  clerk,  a,nd  confine  his  own  attention  to 
those  of  a  banker.  It  is  too  much  the  practice  in  England 
to  view  a  bank  manager  as  holding  the  same  relative  posi- 
tion in  a  joint- stock  bank  which  a  chief  clerk  does  in  a 
private  bank.  This  is  an  error.  A  manager  is  not  a 
banker's  clerk — he  is  a  banker.  And  although  he  may 
reserve  some  important  cases  for  the  consideration  of  his 
directors,  yet  they  are  usually  such  cases  as  a  private 
banker  would  reserve  for  consultation  with  his  partners, 
or  on  which,  had  he  no  partners,  he  would  take  time  to 
form  his  own  determination. 

It  may  also  be  observed,  that  although  the  government 
of  the  office  will  generally  be  left  entirely  to  the  chief 
clerk,  and  it  is  not  necessary  that  the  banker  should  be 
made  acquainted  with  all  the  trivial  delinquencies  of  the 
clerks,  yet  there  are  certain  acts  of  misconduct  that  must 
always  be  reported,  and  when  reported  must  be  dealt  with 
by  the  banker  himself.  In  a  well-disciplined  establishment 
these  cases  will  be  rare,  but  they  will  occur  sometimes,  and 
then  the  mode  of  reproof  or  punishment  will  be  regulated 
by  the  kind  of  offence  and  the  character  of  the  party.  Every 
act  of  dishonesty,  however  trifling  the  amount  purloined, 
must  be  followed  by  instant  dismissal.  Acts  of  deliberate 
disobedience  to  orders,  gross  disrespect  to  superior  officers, 
or  acts  of  immorality  that  would  bring  discredit  on  the 
bank,  will  generally  be  visited  with  the  same  punishment. 
But  extreme  punishment  should  be  inflicted  only  in  ex- 
treme cases.  Mere  accidental  errors,  though  they  may 
sometimes  occasion  great  loss,  must  not  be  treated  in  the 
same  way  as  those  faults  which  ar,ise  from  gross  neglect, 
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or  which  imply  a  deficiency  in  personal  honour.  It  is 
generally  a  good  rule  that  a  banker  should  not  reprove  a 
clerk  in  the  presence  of  the  other  clerks.  By  following 
this  rule,  he  can  adapt  his  reproofs  to  the  character  and 
position  of  the  party;  for  a  valuable  clerk,  even  when 
really  culpable,  is  not  to  be  treated  in  precisely  the  same 
way  as  another  whose  services  are  of  less  importance. 
Nor  is  it  any  violation  of  justice,  that  those  faults  which 
arise  from  inadvertence  should  be  viewed  differently  from 
those  that  arise  from  bad  habits.  Nor  will  it  tend  to  im- 
pair the  discipline  of  the  office  should  it  be  known  that  a 
good  character  will  sometimes  get  a  young  man  out  of  a 
scrape,  while  he  who  had  not  that  good  character  would  be 
punished  more  severely  for  a  less  important  offence.  An. 
other  rule  to  be  observed  in  administering  reproof  is, — in 
reminding  a  clerk  of  his  defects,  to  commence  with  telling 
him  of  his  good  qualities.  There  is  a  credit  as  well  as  a 
debit  side  in  every  man's  character ;  and  it  seems  hardly 
fair  to  run  over  all  the  debit  items,  and  say  nothing  of  the 
other  side  of  the  account.  This  plan,  too,  increases,  in- 
stead of  diminishing,  the  pungency  of  the  reproof,  while 
it  removes  from  the  mind  of  the  party  any  impression  that 
the  banker  is  influenced  by  motives  of.  personal  dislike. 
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SECTION  XXYI. 

BANKING    BOOK-KEEPING. 

"  A  LTHOUGH  the  business  of  keeping  books  is  extremely 
easy  when  once  the  accounts  are  properly  arranged, 
yet  the  adaptation  of  the  principle  of  Double-entry  to  ex- 
tensive and  complicated  transactions,  so  as  to  receive  the 
full  benefit  of  the  system,  is  a  process  which  requires  the 
most  complete  knowledge,  not  only  of  the  practice,  but  also 
of  the  science  of  book-keeping.''^ 

"  Book-keeping,  like  all  other  arts,  can  only  be  mastered 
by  industry,  perseverance,  and  attention.  The  learner 
must  think  for  himself,  and  endeavour  to  understand  the 
why  and  wherefore  of  all  that  he  does,  instead  of  resting 
satisfied  with  vague  notions  and  words  devoid  of  sense." 

"  The  study  of  book-keeping  affords  an  excellent  mean& 
of  intellectual  discipline  ;  that  is,  when  its  principles  are 
exhibited  as  well  as  their  application.  When  the  reason- 
ing powers  are  called  into  exercise  as  well  as  the  memory, 
the  student  who  has  carefully  attended  to  the  instructions, 
and  who  is  the  master  and  not  the  slave  of  rules,  will  ex- 
perience no  difficulty  in  unravelling  or  adjusting  any  set 
of  accounts,  however  complicated  or  diversified."  l 

We  have  commenced  this  section  with  these  quotations 
in  order  to  quicken  the  attention  of  the  reader  to  a  subject 
which  by  those  who  do  not  understand  it  is  considered 
complicated,  and  by  those  who  do  understand  it  is  con- 
sidered dull.  It  is,  in  fact,  neither  the  one  nor  the  other. 

1  "  Double-Entry  Elucidated,"  by  B.  F.  Foster. 
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But  still  it  is  a  subject  on  which  it  is  difficult  to  write 
in  such  a  way  as  to  avoid  the  possibility  of  being  mis- 
understood. We  propose  in  this  section — 

I.  To  notice  those  Preliminary  Operations  with  which 

a  young  Book-keeper  should  become  acquainted. 
II.  To  describe  the  system  of  Banking  Book-keeping 

as  published  in  the  former  editions  of  this  work. 
III.  To  state  those  Improvements  of  which  this  system 

has  been  found  to  be  susceptible. 
IV.  To  trace  the  Eesemblance  between  Banking  Book- 
keeping and  Mercantile  Book-keeping. 

I.  Preliminary  Operations. 

When  a  young  man  enters  a  bank  as  a  clerk,  he  should 
be  instructed  to  be  careful  with  regard  to  his  handwriting, 
or,  in  his  anxiety  to  write  fast,  he  may  forget  to  write  well. 
If  he  write  a  bad  hand,  he  should  not  be  above  taking 
a  few  lessons  from  a  professor  of  penmanship,  who  will 
teach  him  to  write  fast  and  well  at  the  same  time.  But, 
however  badly  he  may  write,  he  should  try  to  write 
plainly.  Plainness  is  of  more  consequence  than  neatness 
or  elegance.  He  should  be  very  careful  in  writing  the 
names  of  the  customers  of  the  bank.  If  he  write  them 
illegibly,  there  will  be  a  loss  of  time  in  making  them 
out,  or  they  may  be  misunderstood,  so  that  money  may 
be  posted  to  the  wrong  account,  and  thereby  loss  arise 
to  the  bank.  On  this  account  also,  when  two  or  more 
customers  have  the  same  surname,  he  should  be  very  care- 
ful to  write  the  Christian  names  fully  and  distinctly. 

The  necessity  for  writing  quickly,  and  the  want  of  care- 
fulness at  first,  are  the  causes  why  so  few  bankers'  clerks 
comparatively  write  a  good  hand.  But  they  should  re- 
member, that  this  is  a  most  important  qualification,  and  a 
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deficiency  in  this  respect  may  be  an  insuperable  bar  to 
promotion.  Without  this  attainment  a  clerk  cannot  be 
put  to  write  up  the  customers'  books,  nor  to  make  out  the 
country  accounts,  nor  to  write  the  letters,  nor  to  fill  the 
office  of  secretary.  "  You  ought  to  be  careful  to  write  a 
plain  hand.  You  impose  upon  your  correspondents  a  very 
unnecessary  and  a  very  unpleasant  tax  if  you  require  them 
to  go  over  your  letters  two  or  three  times  in  order  to  decipher 
your  writing.  A  business  hand  is  equally  opposed  to  a 
very  fine  hand.  A  letter  written  in  fine  elegant  writing, 
adorned  with  a  variety  of  flourishes,  will  give  your  cor- 
respondent no  very  high  opinion  of  you  as  a  man  of 
business."  l 

The  plan  of  writing-masters  who  advertise  to  teach  good 
and  expeditious  writing  in  a  few  lessons  is  as  follows  : — 
The  pupil  rests  his  hand  upon  the  paper  without  touching 
it  with  his  little  finger.  All  the  motion  is  then  made  from 
the  wrist.  Those  who  have  to  write  their  names  many 
times  in  succession,  such  as  in  signing  bank  notes  or  in 
accepting  bills,  will  find  that  on  this  plan  they  can  get 
through  their  work  in  much  less  time  than  if  they  bend 
their  fingers  with  every  stroke  of  the  pen. 

The  young  clerk  should  also  be  taught  to  make  his  figures 
clear  and  plain,  so  that  a  2  cannot  be  mistaken  for  a  3,  nor 
a  3  for  a  5.  He  should  also  take  care  that  the  tail  of  his  7 
or  his  9  does  not  run  into  the  line  below,  and  thus  turn  a 
0  into  a  6,  and  also  that  the  top  of  his  4  does  not  reach  so 
high  as  to  turn  a  0  in  the  line  above  it  into  a  9.  He  should 
be  careful,  too,  in  putting  his  figures  under  one  another, 
so  that  the  units  shall  be  under  the  units,  the  tens  under 
the  tens,  the  hundreds  under  the  hundreds,  and  the 
thousands  under  the  thousands.  Otherwise,  when  he  adds 

1  "  Lectures  on  the  History  and  Principles  of  Ancient  Commerce," 
by  J.  W.  Gilbart. 
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up  the  columns  together,  he  will  be  in  danger  of  making 
a  "  wront:  cast." 

He  will  also  learn  to  use  both  hands  at  the  same  time. 
In  counting  gold  or  silver  coin,  he  will  count  with  two 
hands  instead  of  one,  and  thus  do  double  the  work.  In 
entering  a  number  of  cheques  or  bills,  while  he  holds  the 
pen  in  one  hand  he  will  hold  a  cheque  in  the  other,  and 
then  turn  over  the  cheques  as  quickly  as  he  enters  them. 
He  will  always  turn  them  over  one  on  the  back  of  the 
other,  so  that  they  will  be  in  the  same  order  after  he  has- 
entered  them  as  before,  and  when  they  are  "  called  over  " 
they  will  come  in  the  same  order  in  which  they  are 
entered. 

He  must  also  learn  to  "  cast "  quickly  and  accurately. 
The  two  main  qualifications  in  this  operation  are  accuracy 
and  quickness.  To  insure  accuracy  a  clerk  will  cast  every- 
thing twice  over.  The  first  time  he  will  begin  at  the 
bottom  of  the  column,  and  the  second  time  at  the  top.  If 
he  begin  both  times  at  the  bottom  of  the  column,  the  as- 
sociation of  figures  will  be  the  same  ;  and  if  he  has  fallen 
into  an  error  the  first  time,  he  will  be  apt  to  fall  into  the 
same  error  the  second  time :  but  if  he  changes  the  order, 
the  association  of  the  figures  will  be  different,  and  he  will 
not  be  likely  to  fall  into  the  same  error.  Quickness  can 
be  acquired  only  by  practice.  But  he  will  accelerate  his 
speed  by  making  his  figures  plain,  and  placing  them 
strictly  in  a  line  under  one  another.  He  should  also  learn 
to  cast  without  speaking,  for  the  eye  and  the  head  will  go 
faster  than  the  lips. 

He  must  also  be  taught  to  "  call  over."  When  he  first 
comes  into  the  bank  he  will  call  this  sum,  £315  10s.  6d., 
three  hundred  and  fifteen  poiinds  ten  shillings  and  sixpence  ; 
but  he  will  soon  learn  that  more  than  half  these  words  may 
be  suppressed,  and  he  will  say,  three,  fifteen,  ten,  six. 
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And  so  in  the  larger  amount,  ,£4,785  13s.  4d.,  instead  of 
saying,  four  thousand  seven  hundred  and  eighty-five  pounds 
thirteen  shillings  and  four  pence,  he  will  call,  forty-seven, 
•eighty-five,  thirteen,  four.  By  proceeding  in  this  way,  and 
speaking  quickly  and  yet  distinctly,  a  column  of  figures 
may  be  called  over  and  checked  in  a  very  short  space  of 
time.  He  will,  however,  take  care  to  avoid  ambiguity. 
Thus,  if  the  sum  be  d£40  5s.  6d.,  he  will  not  say  forty,  five, 
six,  as  that  would  mean  forty-five  pounds  six  shillings  ; 
but  he  will  say,  in  this  case,  forty  pounds,  five,  and  six. 
In  cases  where  the  pounds  consist  of  five  figures,  the  two 
first  denoting  the  thousands  are  expressed  separately ; 
thus,  .£25,347  8s.  6d.  is  called  over  twenty-five,  three, 
forty-seven,  eight,  six;  and  six  figures,  say  .£468,379  8s.  6d., 
is  called  over,  four  sixty-eight,  three  seventy-nine,  eight, 
six. 

He  will  also  be  taught  to  balance ;  that  is,  to  find  the 
-difference  between  two  sums  by  addition  instead  of  sub- 
traction. Thus,  if  the  two  sums  be  .£1,347  16s.  3d.  and 
.£4,834  19s.  8d.,  he  will  be  apt  at  first  to  put  one  under 
the  other  and  subtract,  in  this  way  : — 

£4,834  19     8 
1,347  16     3 


Difference  .     .     .     £3,487     3     5 

But  he  must  be  taught  to  proceed  by  a  mental  process, 
and  will  add  the  difference  to  the  smaller  number, 
thus : — 

£1,347   16     3     —      4,834  19     8 
Difference  ,     .     .       3,487     3     5 


£4,834  19     8 


He  performs  this  operation  by  beginning  with  the  pence, 
saying,  or  rather,  thinking,  "  three  and  five  make  eight," 
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and  so  on.  And  thus  the  two  sides  of  an  account  are 
made  to  balance ;  that  is,  both  sides  are  of  the  same 
amount. 

The  principle  of  balancing  pervades  the  whole  system  of 
book-keeping.  For  example,  we  know  that  if  to  the  amount 
of  cash  in  the  bank  last  night  we  add  the  amount  received 
to-day,  and  deduct  the  amount  paid  to-day,  the  remainder 
will  show  the  amount  on  hand  to-night ;  and  a  novice 
would  very  naturally  put  it  down  in  this  form  : — 

£ 

Cash  on  hand  last  night 100,000 

Received  to-day 60,000 

160,000 
Paid  to-day 80,000 


Cash  on  hand  to-night 80,000 

But  an  accountant  would  arrange  these  four  items  in  such 
a  way  as  to  form  a  balance,  thus : — 


£ 

Cash  paid  away  to-day    .    80,000 
Cash  on  hand  to-night    .     80,000 


£160,000 


£ 

Cash  on  hand  last  night     100,000 
Cash  received  to-day      .       60,000 

Balance    .     .  £160,000 


In  keeping  the  Progressive  Ledger,  the  principle  of 
balancing  is  of  constant  occurrence.  The  ledger-keeper 
brings  out  a  new  balance  every  time  he  turns  to  an  account. 
But  he  never  deducts — always  adds.  And  if  he  posts 
several  articles  at  the  same  time,  the  method  is  the  same, 
thus : — 

If  the  credit  balance  is £1,214     3     " 

And  he  posts  the  following  sums 

to  the  debit  of  the  account .     .      £141     2     4 

876 
49  3  11 
305  4  2 
£710  5  8 
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lie  will  add  up  these  items,  and  mentally  add  a  sum  that 
will  make  the  whole  equal  to  ,£1,214  3s.  7d.,  bringing  out 
this  sum  as  a  new  balance,  and  placing  it  under  the 
former  one  as  he  goes  on.  Thus  he  will  say,  or  rather 
think, — "4  and  6  are  10,  and  11  are  21,  and  2  are  23,  and 
(here  he  must  supply  the  figure)  8  are  31  =  7  and  carry 
2  ;  "  and  he  puts  down  the  8  in  the  pence  division  of  the 
balance  column ;  and  goes  on  in  the  same  way  to  the 
shillings,  and  afterwards  to  the  pounds.  When  he  has 
placed  this  sum,  ,£710  5s.  Sd.,  he  adds  up  the  whole,  in- 
cluding this  sum,  in  order  to  check  the  operation,  and  to 
be  sure  that  he  is  right. 

He  will  then  acquire  a  knowledge  of  the  names  and 
functions  of  the  different  books,  and  of  the  terms  and 
phraseology  used  in  book-keeping.  The  same  book  is 
sometimes  called  by  different  names  in  different  banks, 
and  different  terms  are  employed  to  describe  the  same 
operations.  But  every  clerk  should  use  the  language  of 
the  office  in  which  he  is  placed.  He  should  call  every 
book  by  its  proper  name,  and  employ  the  phrases  which, 
are  used  by  others.  For  instance,  if  the  word  "  money  "  is 
used  to  denote  coin,  he  must  always  use  it  in  that  sense ; 
and  not  say  "  money  "  when  he  means  bank  notes. 

It  will  be  of  great  advantage  to  a  sensible  youngster,  if 
one  of  the  senior  clerks  should  take  the  trouble  to  give 
him  a  general  notion  of  the  system  of  book-keeping,  and 
show  him  the  connection  that  exists  between  the  books 
that  he  keeps  and  the  other  books  of  the  office. 

II.  We  shall  now  describe  the  system  of  Banking 
Book-keeping,  as  published  in  the  former  editions  of  this 
work. 

Every  person,  on  opening  an  account  with  a  London 
banking-house,  enters  his  name  in  a  book  called  the 
Signature-Book,  and  this  book  is  referred  to  whenever  a 
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draft  is  presented  having  a  doubtful  signature.  The 
person  is  supplied  free  of  cost — stamps  excepted — with  a 
book  of  printed  drafts  and  a  cash-book,  called  in  some 
houses  a  Pass-Book,  in  which  is  entered  an  account  of  his 
debits  and  credits,  as  often  as  he  thinks  proper  to  leave  it 
for  that  purpose. 

London  bankers  do  not  usually  give  receipts  for  money 
paid  into  their  hands,  but  they  enter  the  amount  into  the 
customer's  book.  A  person  paying  money  on  account  of 
a  country  bank,  will  sometimes  require  a  receipt,  and  he 
may  then  be  given  a  simple  acknowledgment. 

Before  explaining  the  banking  system  of  book-keeping, 
I  will  define  a  few  terms  which  are  often  used  in  connection 
with  the  subject.  By  the  word  bill  is  always  meant  a  bill  of 
exchange  not  yet  due.  The  word  cash  denotes  the  various 
items  included  in  a  credit  or  cash  entry,  and  may  denote 
due  bills,  cheques,  bank  notes,  country  notes,  or  coin.  The 
terms  cheque  and  draft  are  used  synonymously,  and  denote 
an  order  on  a  banker,  payable  on  demand.  The  word 
draft  is  never  used  in  London  to  denote  a  bill  of  exchange, 
though  this  use  of  the  term  is  very  common  in  the  country. 
Both  bills  and  drafts  are  often  called  articles ;  and  if  they 
are  cash,  they  are  styled  cash  articles.  An  addressed  bill  is 
a  bill  made  payable  at  a  banking-house.  A  discounted 
bill  is  usually  called  a  discount.  By  money  is  always  meant 
coin.  To  post  an  article  is  to  place  or  enter  it  in  the  ledger. 
One  book  is  said  to  mark  against  another  when  the  same 
entry  is  made  in  both  books.  One  book  is  checked  by 
another,  when  any  error  in  one  book  would  be  detected  by 
some  operation  in  another.  To  check  a  book,  or  an  account, 
is  to  examine  it,  and  prove  it  correct,  or  make  it  so.  To 
cast,  or  cast  up,  means  to  add  together.  The  balance  of 
an  account  is  the  difference  between  the  credit  and  the 
debit  side.  An  account  is  said  to  balance  when  the  credit 

II.  E 
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and  the  debit  side  are  of  the  same  amount.  To  balance 
an  account  is  to  enter  the  balance,  and  to  add  up  both 
sides,  and  then  to  bring  down  the  balance  as  a  new  amount. 
The  credit  side  of  an  account,  or  that  on  which  the  cash 
received  is  placed  to  the  credit  of  a  customer,  is  the  right- 
hand  side  as  you  face  the  ledger ;  the  debit  side  is  the  left- 
hand  side.  In  London,  the  establishments  of  bankers  are 
usually  called  banking-houses,  not  banks.  A  person  who 
has  an  account  at  a  banking-house  is  said  to  keep  a 
banker. 

I  shall  now  describe  the  various  books  in  the  order  of 
the  different  departments  to  which  they  belong. 

I. — The  Cash  Department. 

The  principal  books  in  this  department  are  the  follow- 
ing :— 

1.  Two  WASTE-BOOKS. — One  is  called  the  Eeceived- 
Waste-Book,  and  the  other  the  Paid- Waste-Book.  In  the 
former  is  entered  an  account  of  all  the  cash  received,  and 
in  the  latter  is  entered  an  account  of  all  the  cheques  and 
bills  paid.  The  Eeceived-Waste-Book  is  ruled  with  a 
double  cash  column  on  the  right-hand  side  of  the  page. 
In  making  an  entry  into  this  book,  you  will  proceed  as 
follows : — First,  enter  the  name  of  the  party  who  lodges 
the  money ;  then  enter  in  the  first  cash  column  the 
particulars  of  which  the  credit  consists,  specifying  each 
particular  in  the  space  at  the  left-hand.  In  receiving 
Bank  of  England  notes,  the  number  and  date  of  each  note 
must  be  mentioned ;  but  if  the  notes  are  numerous,  make 
them  up  in  a  parcel,  and  write  on  the  outside  the  total 
amount,  and  the  name  of  the  party  of  whom,  they  were 
received.  Call  this  parcel  "  Sundries "  in  your  entry. 
These  parcels  of  sundries  will  be  marked,  and  sent  to  the 
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Bank  of  England  for  other  notes  on  the  following  day. 
Cheques  on  your  own  bank  are  to  be  entered  by  the  name 
of  the  drawer  and  the  amount.  Country  notes  are  to  be 
entered  by  the  name  of  the  London  banker  at  whose  house 
they  are  made  payable.  These  are  distinguished  from 
cheques  upon  bankers,  by  stating  short  the  number  and 
denomination  of  the  notes — thus,  -^,  \.  All  gold  and 
silver  are  to  be  called  money.  After  entering  all  the  par- 
ticulars of  a  credit,  add  them  together,  and  carry  out  the 
amount  into  the  farther  cash  column.  At  the  close  of  the 
day  add  up  this  outer  column,  and  see  that  the  total 
agrees  with  the  amount  in  the  Day-Book. 

If  a  customer  brings  his  book  with  him  when  he  lodges 
cash,  the  cashier  enters  the  credit,  and  returns  the  book 
to  him,  unless  it  be  left  at  the  bank  for  the  purpose  of 
having  the  debit  side  also  written  up. 

In  receiving  money  for  a  deposit  receipt,  the  entry  is 
made  in  the  same  way  as  when  the  money  is  placed  to  a 
current  account ;  but  the  words  Deposit  Receipt,  or 
the  letters  D.  E.,  are  written  against  the  name  of  the 
depositor. 

In  the  Paid- Waste-Book  is  entered  an  account  of  all  the 
bills  and  cheques  paid  by  the  bank.  This  book  is  ruled  on 
each  page  with  a  cash  column  on  the  right  hand,  and 
another  on  the  left  hand,  leaving  a  space  between.  When 
a  cheque  is  paid,  the  amount  is  placed  in  the  left-hand 
cash  column — then  the  name  of  the  drawer  in  the  open 
space — and  in  the  right-hand  cash  column  are  Entered  the 
particulars  of  the  payment.  Bank  of  England  notes  are 
entered  by  their  number.  It  is  not  necessary  to  enter  the 
date,  as  that  can  be  found  if  necessary  either  in  the  Cash- 
Book  of  the  preceding  evening,  or  in  the  Received- Waste- 
Book,  or  the  Lists  of  the  same  day.  When  a  deposit 
receipt  is  paid,  the  same  order  is  observed,  but  the  letters 
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D.  R.  are  added.  All  gold,  silver,  and  copper  are  called 
money.  At  the  close  of  the  day,  all  the  payments  are 
added  together,  and  should  agree  with  the  amount  in  tho 
Day-Book. 

Each  cashier  has  a  Received- Waste-Book,  a  Paid- Waste- 
Book,  and  a  Money-Book. 

2.  MONEY-BOOK. — This  is  a  small  book  ruled  with  a  cash 
column  on  the  right-hand  side  of  each  page,  and  it  contains 
an  account  of  all  the  coin,  that  is,  the  gold,  silver,  and 
copper  in  the  bank.     Each  cashier  will  enter  in  his  own 
Money-Book  the  money  he  receives  and  pays  in  the  course 
of  the  day.    On  the  left-hand  page  of  the  book  he  will  copy 
from  his  Paid- Waste-Book  the  various  sums  of  money  he 
has  paid,  and  on  the  right-hand  page  he  will  copy  from  his 
Received- Waste-Book  the  various  sums  of  money  he  has 
received.     In  each  case  he  will  enter  against  the  respective 
sums  the  totals  in  which  they  are  included.     Thus,  if  in 
paying  a  cheque  of  =£175  2s.  6d.,  he  pay  5-2-6  money,  he 
will  enter  it  thus— ",£175  2.  6.  ,£5-2-6."     The  money  is 
counted  up  at  night,  and  must  agree  with  the  balance  of 
the  Money-Book ;  and  this  balance  is  then  entered  in  the 
Cash-Book. 

3.  CASH-BOOK. — In  this  book  is  entered  every  night  a 
specification  of  all  the  cash  in  the  bank.     The  items  will 
consist  chiefly  of  Bank  of  England  notes,  parcels  of  sun- 
dries, country  notes,  cheques   on  other  banks,  and  the 
balance  of  the  money.     The  Bank  of  England  notes  are 
entered  by  their  number,  date,  and  amount.     The  parcels 
of  Bank  of  England  notes,  called  sundries,  are  entered  by 
the  word  "  Sundries,"  then  the  name  of  the  parties  of 
whom  they  were  received,  and  the  amounts;  country  notes 
by  the  name  of  the  country  bank,  and  the  London  agent 
at  whose  house  they  are  made  payable  ;  cheques  on  other 
banks  by  the  name  of  the  drawer  of  the  cheque,  the  name 
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of  the  banker,  and  the  amount.  In  this  book  generally 
the  cash  articles  are  more  fully  described  than  in  the 
Received- Waste-Book.  In  some  banking-houses  the  Cash- 
Book  is  called  the  STOCK-BOOK,  and  in  others  the  MAKE- 
rp-BooK. 

4.  DAY-BOOK. — This  book  is  ruled  with  a  double  cash 
column  at  the  right-hand  side  of  each  page.  The  accoun- 
tant enters  in  the  Day-Book  an  account  of  all  cash  paid 
and  received  during  the  day,  placing  each  transaction  under 
the  class  of  operations  or  accounts  to  which  it  belongs. 
On  the  left-hand  page  of  the  book  he  enters  the  cash  which 
is  paid,  and  on  the  right-hand  side  the  cash  which  is  re- 
ceived. He  commences  by  writing  the  day  of  the  week  and 
of  the  month  :  then  on  the  left-hand  side  he  writes  a  head- 
ing, "  CURRENT  ACCOUNTS."  Under  this  head  he  enters 
all  the  cheques  paid,  copying  from  the  cheques  the  name 
of  the  drawer  and  the  amount,  which  are  placed  in  the  first 
cash  column.  The  sum  of  all  the  cheques  is  brought 
forward  into  the  second  cash  column.  The  second  head- 
ing is  "DEPOSIT  RECEIPTS;"  under  which  head  the  in- 
dividual receipts  paid  are  entered,  mentioning  the  number, 
the  name  of  the  depositor,  and  the  sum  ;  and  bringing 
out  the  total  amount,  as  before,  into  the  second  cash 
column. 

The  accountant  may,  if  he  please,  make  these  headings 
in  the  morning,  leaving  such  a  space  for  the  transactions 
under  each  head  as  his  experience  may  show  him  to  be 
necessary.  Thus  he  may  keep  up  his  Day-Book  throughout 
the  day,  and  merely  have  to  add  it  up  and  balance  it  when 
the  bank  closes.  The  other  headings  may  be,  "  Bills  Dis- 
counted this  day,"  "  Interest  paid  on  Deposit  Receipts," 
"  Bank  Premises,"  "  Incidental  Expenses,"  "  Branch  Ac- 
counts," &c.,  &c.,  answering  to  the  accounts  in  the  General 
Ledsrer. 
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On  the  right-hand  page,  or  credit  side  of  the  Day-Book, 
the  cash  received  is  entered  under  corresponding  headings, 
as  " CURRENT  ACCOUNTS,"  "DEPOSIT  RECEIPTS,"  " BILLS 
DISCOUNTED  PAID  THIS  DAY,"  &c.,  &c.  The  entries  under 
the  heads  of  Current  Accounts,  and  Deposit  Receipts,  are 
copied  from  the  Received- Waste-Books  :  the  entry  ex- 
presses only  the  name  and  the  amount. 

After  all  the  entries  have  been  made,  add  up  the  debit 
and  the  credit  sides.  To  the  credit  side  add  the  amount 
of  the  Cash-Book  on  the  preceding  evening  ;  to  the  debit 
side  add  the  amount  of  the  Cash-Book  on  the  same  even- 
ing ;  and,  if  the  totals  agree,  the  "  bank  is  right,"  that  is, 
the  transactions  of  the  day  have  been  correctly  entered ; 
but  if  not,  then  the  bank  is  wrong,  and  the  error  must  be 
discovered  by  "  marking  off  "  the  various  books. 

In  large  establishments  the  Day-Book  is  divided  into 
two  books ;  the  debit  side  forming  one  book,  and  the 
credit  side  the  other  book.  One  is  called  the  "  Paid-Day- 
Book,"  and  the  other  the  "  Received-Day-Book."  The 
advantage  of  this  division  is,  that  two  persons  can  be  em- 
ployed at  the  Day-Book  at  the  same  time.  In  some  banks 
the  Day-Book  has  three  cash  columns,  the  third  being 
used  for  transfer  entries.  These  are  entries  in  which  no 
cash  is  actually  paid  or  received  by  the  bank,  but  an 
amount  is  transferred  from  one  account  to  another.  In 
other  banks,  all  the  transfers  are  passed  through  the 
Received- Waste-Book.  By  some  London  houses  the  Day- 
Book  is  called  the  Cash-Book,  and  its  two  divisions  are 
called  the" RECEIVED-CASH-BOOK," and  the  " PAID-CASH- 
BOOK." 

5.  CuERENT-AccouNT-LEDGER. — In  this  book  every 
customer  has  a  separate  account.  The  sums  received 
to  his  credit  are  posted  from  the  credit  side  of  the  Day- 
Book,  and  the  Ledger  folio  is  placed  in  the  Day-Book,  in 


PRACTICE   OF    BANKING.  55 

a  column  ruled  for  that  purpose.  The  debit  side  is  posted 
from  the  cheques  themselves,  and  the  Ledger  folio  placed 
in  the  debit  side  of  the  Day-Book  on  the  folio-wing  morn- 
ing, -when  the  Day-Book  is  marked  against  the  Ledger. 
The  entry  of  a  cheque  in  the  Ledger  includes  the  date  of 
payment,  the  name  of  the  party  to  whom  it  is  payable, 
and  the  amount.  The  entry  of  a  credit  includes  the  date, 
the  word  "  Cash,"  and  the  amount.  When  the  cash  is 
paid  into  the  bank  by  a  third  party,  it  is  usual  to  enter  it 
in  the  Ledger  as  "  Cash  per  A.  B."  "When  a  credit  arises 
from  a  bill  lodged  for  collection  having  become  due,  the 
name  of  the  accepter  is  substituted  for  the  word  cash. 

Some  banks  follow  what  is  called  the  progressive  plan  of 
keeping  the  Ledger.  By  this  plan  the  balance  is  brought 
out  every  day,  and  thus  we  see  the  p  r ogress  of  the  account. 
In  the  ordinary  way,  each  page  of  the  Ledger  is  divided 
into  the  debit  and  the  credit  side,  and  each  side  has  ruled 
columns  for  the  date,  the  transaction,  and  the  amount. 
But  in  the  progressive  Ledger  there  is  only  one  column  for 
the  date  of  both  the  credits  and  the  debits — one  space  for 
a  description  of  the  transaction,  whether  credit  or  debit — 
and  then  three  cash  columns.  The  first  column  is  the 
debit  column  ;  the  second  is  the  credit  column  ;  and  the 
third  is  the  column  into  which  the  daily  balance  is  brought 
out.  The  advantage  of  this  plan  is,  that  you  can  see  at 
once  what  sum  a  party  has  on  his  account,  without  the 
delay  of  adding  up  the  debit  and  the  credit  columns. 
Most  banks  that  allow  interest  on  the  balance  of  the  cur- 
rent accounts  keep  their  Ledger  on  the  progressive  plan ; 
and,  besides  the  columns  I  have  mentioned,  there  are,  on 
the  right  side  of  the  balance  column,  a  space  for  inserting 
the  number  of  days  the  balance  may  remain  stationary,  and 
two  interest  columns — one  for  the  interest  of  a  credit 
oalance,  and  the  other  for  the  interest  of  a  balance  over- 
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drawn.  Most  banks  divide  the  Current- Account-Ledger 
into  two  or  more  parts,  and  the  names  of  the  depositors  are 
placed  in  alphabetical  order,  from  the  beginning  of  the  first 
Ledger  to  the  end  of  the  last. 

6.  DEPOSIT-KECEIPT-BOOK. — Deposit  Receipts  are  re- 
ceipts granted  for  sums  of  money  that  are  likely  to  remain 
a  considerable  time,  and  upon  which  interest  is  allowed. 
These  receipts  are  distinguished  from  current  accounts. 
Cheques  cannot  be  drawn  against  any  sum  lodged  as  a 
deposit  receipt ;  but  when  the  amount,  or  any  part  thereof, 
is  withdrawn,  the  receipt  itself  must  be  produced  at  the 
bank,  and  delivered  up  properly  discharged.  The  Deposit - 
Keceipt-Book  is  not  kept  ledger-wise ;  that  is,  each  person 
has  not  a  separate  account  opened  for  him  in  a  distinct  part 
of  the  book,  but  the  receipts  are  entered  chronologically, 
according  to  the  date  of  the  lodgment.  The  entry  includes 
date  of  lodgment,  name  of  depositor,  profession,  residence, 
amount,  interest  paid,  principal  and  interest.  The  last  two 
particulars  are  of  course  not  entered  until  the  receipt  is  can- 
celled. If  a  party  is  desirous  of  withdrawing  only  a  part 
of  the  lodgment,  the  whole  receipt  is  entered  as  paid,  and 
a  new  receipt  made  out  for  the  sum  which  remains. 

II. — The  Bill  Department. 

Bills  are  divided  into  two  classes — bills  deposited,  and 
bills  discounted.  Bills  deposited  are  bills  lodged  in  the 
bank  for  collection,  to  be  placed,  when  due,  to  the  credit  of 
the  depositors.  Bills  discounted  are  those  for  which  the 
money  has  been  advanced,  and  which  are,  therefore,  the 
property  of  the  bank.  These  two  classes  of  bills  are 
entered  in  separate  sets  of  books ;  but,  as  the  books  are 
kept  in  nearly  the  same  manner,  I  shall  describe  them 
together, 
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1.  BILL-EEGISTER.          |      Thesebooks  are  kept,  as  the 
DiscorxT-BEGiSTEE.  )  word  register  seems  to  imply, 

chronologically — the  bills  being  entered  immediately  after 
each  other,  in  the  order  in  which  they  come  into  the  bank. 
The  entry  includes  date  -when  deposited  or  discounted, 
name  of  ingiver,  drawer,  accepter,  date,  term,  -when  due, 
amount,  daily  amount.  The  bills  are  numbered,  and  the 
register-number  placed  upon  each  bill.  The  daily  amount 
of  the  Discount-Kegister  is  entered  in  the  debit  side  of  the 
Day-Book,  under  the  head.  "  Bills  Discounted  this  day." 
I  advise  that  the  headings  of  the  columns  of  this  and  of 
all  the  other  books,  be  printed.  This  saves  time  and  pre- 
vents mistakes. 

2.  BILL-LEDGER.  ">      In  these  books  a  separate  ac- 
Discor  XT-LEDGER,  j  count  is  opened  for  each  party; 

and  the  same  bills  which  have  previously  been  entered  in 
the  Eegisters  are  entered  in  these  Ledgers ;  but  the  entry 
is  much  shorter.  A  full  description  of  a  bill  is  given  in 
the  Eegister  only,  and  the  register-number  is  placed  as  a 
reference  in  every  book  in  which  the  bill  may  subsequently 
be  entered.  The  entry  in  the  Bill,  or  Discount- Ledger, 
includes  date  when  deposited  or  discounted,  name  of  ac- 
cepter, when  due,  and  amount.  In  some  banks  the  Dis- 
count-Ledger is  kept  upon  the  progressive  plan,  which  is 
very  useful,  as  it  shows  at  once  to  what  amount  any  party 
may  be  under  discount.  In  addition  to  this,  some  banks 
place  in  the  Discount-Ledger  an  account  of  all  bills  they 
may  have  discounted,  to  which  the  party  is  an  accepter. 
These  bills  are  distinguished  from  those  which  have  been 
discounted  for  the  party  himself,  by  being  placed  on  the 
left-hand  side  of  the  page.  This  account  is  also  kept  on 
the  progressive  plan.  A  Discount-Ledger,  kept  in  this 
way,  will  have  three  cash  columns  ruled  on  each  side  of 
the  page:  the  three  on  the  left  hand  will  be  headed, 
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"  Where  Accepter ;  "  and  the  three  on  the  right  hand  will 
be  headed,  "  Where  last  Indorser."  Between  the  two  sets 
of  columns  will  be  entered — date  when  discounted — 
register-number — name  of  accepter  or  drawer — when  due. 
The  advantage  of  this  plan  is,  that  on  turning  to  any 
party's  account,  you  see  at  once  the  whole  of  his  engage- 
ments to  the  bank,  whether  arising  from  bills  that  have 
been  discounted  for  himself,  or  bills  to  which  he  is  only  the 
accepter. 

3.  BILL-JOURNAL,  j      In  these  Journals  the  bills 

DISCOUNT- JOURNAL.  i  are  entered  under  the  respec- 
tive days  on  which  they  fall  due.  For  this  purpose  the 
day  of  the  week,  and  of  the  month,  is  placed  at  the  top  of 
each  page.  This  book  may  be  made  to  last  exactly  a  year, 
by  having  headings  for  every  day,  from  the  1st  of  January 
to  the  31st  of  December,  omitting  Sundays.  The  entry 
includes  the  register-number,  name  of  depositor,  or  for 
whom  it  was  discounted,  accepter,  and  amount.  The  Dis- 
count-Journal has  three  cash  columns ;  one  for  the  amount 
of  each  bill,  another  for  the  bills  paid,  and  another  for 
those  unpaid.  The  entry  is  made  in  the  first  column,  on 
the  day  the  bill  is  discounted,  and  in  the  other  two  on  the 
day  the  bills  fall  due.  The  total  amount  of  bills  paid  each 
day  is  copied  from  the  Journal  into  the  received  side  of  the 
Day-Book.  Those  unpaid  are  entered  into  the  transfer 
column  of  the  Day-Book,  and  in  the  Past-Due-Bill-Book. 
The  Bill- Journal  need  only  have  one  cash  column,  as  most 
banks  find  it  more  convenient  to  credit  their  customers' 
accounts  with  all  the  bills  on  the  day  they  fall  due,  and 
debit  them  on  the  following  day  for  those  that  remain  un- 
paid. Those  banks,  however,  that  prefer  it,  may  have 
separate  columns  in  the  Bill- Journal  for  the  paid  and  the 
unpaid  bills ;  and,  in  that  case,  the  unpaid  bills  are  re- 
turned on  the  following  day  to  the  depositor,  without  being 
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passed  through  his  cash  account.  This  is  sometimes  called 
beinsr  "  entered  short."  Some  banks  make  one  book  serve 

O 

the  purpose  of  both  a  Bill-Journal  and  a  Discount-Journal ; 
one  page  of  the  book  being  used  as  a  Discount- Journal,  and 
the  opposite  page  being  used  as  a  Bill- Journal. 

4.  THE  LISTS. — Each  banking-house  divides  London 
into  a  certain  number  of  districts,  according  to  the  extent 
of  its  business.  Each  district  is  called  a  TYalk,  and  usually 
takes  its  name  from  the  direction  in  which  it  lies ;  as  the 
East  TValk,  the  West  "Walk,  and  so  on.  To  each  walk  is 
assigned  a  book,  in  which  is  entered  every  day  a  list  of  the 
bills  due  in  the  walk,  and  hence  the  book  is  called  a  List. 
a  List  takes  its  name  from  the  walk  to  which  it  be- 
longs, as  the  East  List,  the  West  List,  &c.  The  page  is 
divided  into  four  columns,  the  first  and  third  of  which  are 
cash  columns.  In  the  first  column  is  entered  the  amount 
of  the  bill,  in  the  second,  the  name  of  the  accepter  and  the 
register-number.  This  is  done  the  day  before  the  bills  are 
due.  After  the  teller  has  returned  from  presenting  these 
bills  for  payment  in  his  walk,  he  "answers"  each  bill; 
that  is,  he  places  against  it  an  account  of  the  cash  he  has 
received  for  it,  whether  cheques,  bank  notes,  or  money. 
The  amount  is  entered  in  the  third  column,  and  in  the 
fourth  the  description  of  each  kind  of  cash.  If  the  bill  be 
not  paid,  he  writes  L.  D.  for  "  left  direction,"  and  then 
enters  the  bill  in  the  "  Unpaid-L 

In  the  UNPAID-LIST  are  entered  all  the  bills  not  paid 
when  presented  for  payment.  In  the  course  of  that  day 
or  the  following  these  bills  are  "answered,"  either  by 
being  paid,  or  by  being  passed  to  the  debit  of  a  cus- 
tomer's account,  or  by  being  transferred  to  the  Past-Due- 
Bill-Book.  In  some  banks  the  Unpaid-List  is  called  the 
'•  TAKE-UP-BOOK." 

Cheques  upon  other  banks  are  entered  in  the  Lists  in 
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the  same  way  as  bills,  unless  the  bank  sends  a  clerk  to  the 
Clearing-house,  and  then  they  are  entered  in  the  "  Clear- 
ing-out-Book." 

From  this  description  it  will  be  seen,  that  when  a  sum 
is  received  to  the  credit  of  a  current  account,  it  is  entered 
in  the  Eeceived- Waste-Book,  copied  from  thence  into  the 
Day-Book,  and  from  thence  into  the  Current-Account- 
Ledger.  When  a  cheque  is  paid  to  the  debit  of  a  current 
account  it  is  entered  from  the  cheque  itself  into  the  Paid- 
Waste-Book,  the  Day-Book,  and  the  Current-Account- 
Ledger. 

When  a  sum  is  received  for  a  deposit  receipt,  the  sum 
is  entered  before  the  receipt  is  granted  in  the  Deposit- 
Keceipt-Book,  and  afterwards  in  the  Eeceived-Waste-Book 
and  Day-Book.  When  a  deposit  receipt  is  paid,  it  must 
be  discharged  in  the  Deposit-Eeceipt-Book,  then  entered 
in  the  Paid  Waste-Book,  and  afterwards  in  the  Day-Book. 

When  a  bill  is  discounted,  the  discount  is  calculated  by 
the  accountant,  who  at  the  same  time  observes  if  it  is 
drawn  on  a  proper  stamp,  and  is  in  every  respect  a  regular 
and  negotiable  instrument.  If  the  party  for  whom  it  is 
discounted  have  a  current  account,  the  full  amount  of  the 
bill  is  placed  to  his  credit,  and  he  is  debited  for  the 
interest.  If  he  have  no  account,  he  is  paid  the  amount 
minus  the  discount,  and  the  entry  is  made  in  the  Paid- 
Waste-Book.  The  bills  discounted  each  day  are  entered 
individually  in  the  Discount-Register,  and  the  total  amount 
copied  into  the  Day-Book.  The  bills  are  also  entered 
individually  in  the  respective  accounts  in  the  Discount- 
Ledger,  and  under  the  days  they  fall  due  in  the  Discount- 
Journal.  When  these  bills  are  due,  the  amount  paid  each 
day  is  entered  in  the  Day-Book  in  the  cash  column,  and  the 
amount  unpaid  is  transferred  to  the  Past-Due-Bill  account, 
and  is  entered  in  the  Day-Book  in  the  transfer  column. 
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"When  a  bill  is  deposited,  it  is  entered  in  the  Bill- Re- 
gister, the  Bill-Ledger,  and  the  Journal.  When  due,  it  is 
placed  to  the  credit  of  the  party  by  whom  it  was  lodged, 
and  is  copied  from  the  Journal  into  the  Day-Book,  thence 
into  the  Current- Account-Ledger.  If  unpaid,  the  account 
is  debited  on  the  following  day,  and  the  bill  is  returned 
to  the  depositor. 

At  the  commencement  of  each  day,  all  the  entries  made 
the  preceding  day  in  the  Day-Book,  are  marked  against 
the  respective  books  by  the  accountant,  or  under  his  super- 
intendence. He  also  marks  the  Cash-Book,  and  checks 
the  adding- up.  The  Customer's  Books  are  then  compared 
with  the  Current- Account-Ledger.  The  debit  side  of  these 
books  is  usually  written  up  the  preceding  evening  from 
the  vouchers  by  the  tellers,  or  out-door  clerks.  The 
accountant  writes  up  the  credit  side,  and  sees  that  both 
sides  agree  with  the  Current-Account-Ledger. 

III. — The  Con/dry  Department. 

In  this  department  is  managed  the  business  of  the 
country  banks,  and  of  those  customers  who  live  in  the 
country.  When  the  letters  are  delivered  in  the  morning 
by  the  postman,  one  clerk  takes  them,  and  enters  in  the 
Waste-Book  the  cash  enclosed  in  the  letter  to  the  credit  of 
the  respective  parties.  Another  clerk  takes  the  letters  and 
enters  ihebills  in  the  Country-Bill-Register,  the  Bill-Ledger, 
and  the  Bill- Journal.  The  letters  are  then  handed  to  a  third 
clerk,  who  copies  off  into  a  book  all  the  payments,  which 
are  to  be  made  immediately  in  cash.  This  book  is  usually 
called  the  Draft -book,  as  the  party  receiving  the  money 
signs  a  draft  for  the  amount,  which  is  as  good  as  signing 
a  receipt.  If  the  payment  is  to  be  made  to  a  banker, 
he  receives  notice  in  a  printed  form  called  a  nieinoran- 


62  THE   HISTORY,   PRINCIPLES,   AND 

dum ;  "but  if  the  payment  is  ordered  to  be  made  to  a 
private  individual,  lie  must  call  for  it  and  claim  the  exact 
amount. 

A  fourth  clerk  now  takes  the  letters,  and  enters  all  the 
advices  (that  is,  bills  advised  to  be  paid  when  due)  in  the 
Advice-Book  and  in  the  Advice- Journal.  The  correspond- 
ing clerk  who  answers  the  letters  usually  manages  the 
stock  department.  Hence  he  observes  the  orders  to  pur- 
chase or  sell  stock,  to  procure  powers  of  attorney,  and 
other  business  of  that  kind.  When  writing  a  reply  to  the 
letters  received,  he  notices  if  all  the  items  in  the  letters  are 
marked  by  the  proper  clerks.  If  anything  is  wrong  he  is 
informed  of  it.  Bankers'  letters  are  usually  short  and 
plain,  comprising  only  two  or  three  lines. 

Those  London  bankers  who  act  as  agents  to  banks,  or  to 
other  parties  in  the  country,  will  have  occasion  for  the 
following  books.  The  first  seven  are  kept  in  the  same 
manner  as  the  corresponding  books  in  the  Town  Depart- 
ment. All  the  entries  in  the  Country-Ledger,  as  well  as 
those  in  the  Town-Ledger,  must  first  pass  through  the 
Waste  and  Day-Books.  The  credit  side  of  the  Ledger  is 
posted  from  the  Bill-Journal  and  the  Day-Book.  The 
debit  side  is  posted  from  the  vouchers  themselves,  and, 
like  the  debit  side  of  the  Town-Ledger,  will  mark  against 
the  Paid-Day-Book  and  the  "  Clearing-in-Book." 

1.  A  Country-Ledger. 

2.  Country-Bill-Register. 

3.  Country-Discount-Register. 

4.  Country-Bill-Ledger. 

5.  Country-Discount-Ledger. 

6.  Country-Bill-Journal. 

7.  Country-Discount-Journal. 

8.  Advice-Book. — In  this  book  is  entered  an  account  of 
bills  advised  to  be  paid  on  account  of  the  Country  Banks. 
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This  book  is  kept  ledger-wise,  each  "bank  having  a  separate 
account. 

9.  Advice-Journal. — This  book  is   similar  to  the  Bill- 
Journal,  and  it  contains  the  advices  under  the  heading  of 
the  days  on  -which  they  are  to  be  paid. 

10.  Credit-Book. — This  book  contains  an  account  of  the 
credit  granted  by  a  country  bank  in  favour  of  any  party. 
Each  party  has  an  account  open  for  him  in  this  book,  and 
the  amount  of  his  credit  is  placed  to  this  account.     lie  is 
debited  for  such  cheques  as  he  may  draw,  and  the  cheques 
are  then  passed  to  the  debit  of  the  country  bank  in  the 
Country-Ledger. 

11.  Acceptance-Book. — In  this  book  are  entered  those 
bills  which  have  been  received  from  the  country,  and  which 
require  the  acceptance  of  the  party  on  whom  they  are 
drawn.     The  entry  includes  the  date  when  taken  out,  the 
name  and  residence  of  the  drawee,  the  register-number, 
and  the  amount.     There  are  also  two  vacant  columns,  in 
one  of  which  the  clerk  who  takes  the  bill  for  acceptance 
enters  his  initials  when  he  brings  it  back ;  in  the  second 
column  are  entered  the  initials  of  another  clerk  to  whom 
the  bills  when  "  brought  in  from  acceptance  "  are  delivered. 
Though  this  book  is  connected  with  the  country  depart- 
ment, it  is  usually  kept  in  the  town  office. 

12.  Stock-Book. — London  bankers  have  usually  powers 
of   attorney  from  their  correspondents  in  the  country, 
authorizing  them  to  receive  dividends  on  the  Government 
funds.     All  these  are  entered  in  a  book  called  the  Stock- 
Book.     The  book  is  divided  into  several  parts   for  the 
different  kinds  of  stock,  as  3  percent.  Consols,  3  per  cent. 
Reduced,  &c.,  &c.    In  each  division  are  entered  the  powers 
of  attorney  held  by  the  bank.     The  entry  includes  date  of 
the  powers,  names  of  the  attorneys,  names  of  the  holders 
of  the  stock,  and  the  amount.     These  entries  should  be 
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made  a  tolerable  distance  apart  from  each  other,  to  leave 
room  to  notice  any  alteration  that  may  take  place  in  the 
amount  of  the  stock  either  by  sales  or  new  purchases. 

Every  country  bank  keeps  an  account  with  a  London 
bank.  The  country  banker  receives  from  London  a  weekly 
statement  of  his  cash  accounts,  and  a  monthly  account 
current.  The  cash  account  is  a  copy  of  the  London 
banker's  ledger.  But  as  the  London  banker  does  not  con- 
sider as  cash  anything  which  may  not  be  immediately 
turned  into  Bank  of  England  notes,  the  cash  account  does 
not  exhibit  a  statement  of  the  undue  bills  which  the 
country  banker  may  have  remitted,  nor  of  the  bills  which 
he  may  have  advised  to  be  paid.  By  means  of  a  monthly 
account  current  he  has  a  full  view  of  all  these  transactions. 
On  the  credit  side  of  the  accoxmt  current  is  entered  the 
total  amount  of  each  remittance,  whether  it  consists  of 
bills  or  cash.  These  are  followed  by  entries  of  "extra" 
sums  of  cash  that  Lave  been  lodged  to  the  credit  of  the 
country  bank  by  parties  resident  in  London.  On  the  debit 
side  of  the  account  current  is  placed  the  total  amount  of 
the  "advices;"  that  is,  of  bills  advised  to  be  paid,  and 
also  any  "extra"  payments  of  "drafts"  to  persons  in 
London.  Then  the  account  is  balanced,  and  we  have  an 
easy  check  by  which  any  error  that  may  have  crept  into 
either  the  cash  account  or  the  account  current  is  detected. 
For  if  both  accounts  be  correct,  the  amount  of  advices  not 
yet  due,  added  to  the  balance  of  the  account  current,  will 
be  equal  to  the  amount  of  bills  not  due,  added  to  the 
balance  of  the  cash  account. 

IV. — The  Note  Department. 

Those  banks  that  issue  notes  will  have  occasion  for : — 
A  NOTE-BEGISTER,  in  which  the  denomination,  number, 
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and  date  of  the  notes  will  be  entered  when  prepared  for 
circulation.  The  total  amount  of  notes,  as  soon  as  they 
are  received  from  the  stamp  office,  or  at  least  as  soon  as 
they  are  signed  by  the  banker  or  manager,  are  entered  to 
the  credit  of  "  note  account,"  and  are  afterwards  taken 
down  daily  as  part  of  the  "  cash  "  in  the  possession  of  the 
bank.  If  the  notes  on  hand  be  deducted  from  the  balance 
of  the  note  account,  the  remainder  will  show  the  amount 
of  notes  in  circulation.  Another  way  is  to  open  an  account 
for  "  Notes  in  Circulation,"  and  to  credit  this  account  for 
the  notes  on  hand  every  morning,  and  debit  it  for  the 
notes  on  hand  every  night :  the  balance  will  show  the 
amount  of  notes  in  circulation.  There  should  also  be  a 
book  for  the  "  Register  of  Cancelled  Notes,"  in  order  to 
keep  an  account  of  those  notes  which,  having  become  unfit 
for  further  use,  have  been  cancelled  and  destroyed.  The 
notes  when  cancelled  are  placed  to  the  debit  of  the  "Note 
Account." 

Y. — The  Branch  Department. 

In  those  banks  that  have  branches,  the  head-office  keeps 
an  account  with  each  branch,  in  the  same  way  as  a  London 
banker  keeps  an  account  with  a  country  bank.  There  is 
usually  an  additional  "  Bill-Register  "  for  the  bills  payable 
at  branches.  Each  branch  has  also  two  Bill-Eegisters,  for 
bills  payable  at  the  head-office,  and  the  bills  payable  at 
branches,  and  frequently  another  for  the  bills  sent  for  col- 
lection to  agents,  where  the  branch  does  not  remit  all  its 
bills  to  the  head-office,  but  direct  to  agents  in  other  places 
in  order  to  be  collected.  Every  country  banker  has  also 
similar  Bill-Registers  for  "Bills  payable  in  London,"  "Bills 
payable  at  Bristol,  Manchester,"  &c.,  as  the  case  may  be ; 
and  of  course  corresponding  accounts  must  be  opened  in 
the  General-Ledger. 

II.  F 
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There  must  also  be  a  book  for  entering  "  Branch  Notea 
paid."  These  notes  may  either  be  placed  to  the  debit  of 
the  branch  on  the  day  they  are  paid,  or  they  may  be 
carried  daily  or  weekly  to  the  debit  of  an  account  to  be 
called  "  Branch  Note  Account,"  and  may  be  placed  to  the 
debit  of  the  branch  on  the  day  they  are  sent  home. 

VI. — The  General-Ledger. 

Into  this  Ledger,  under  the  various  accounts,  will  be 
entered  the  totals  of  the  corresponding  headings  or  accounts 
specified  in  the  Day-Book.  The  accounts  in  this  Ledger 
denote  the  various  classes  of  operations,  and  the  balances 
show  at  all  times  the  exact  state  of  the  bank.  Every 
Saturday  night  the  totals  and  balances  of  these  accounts 
should  be  taken  off  on  a  balance-sheet.  When  all  the 
debits  are  added  together,  and  all  the  credits  are  added 
together,  the  two  sides  will  agree ;  that  is,  they  will  be  of 
the  same  amount.  These  balance-sheets  may  be  printed 
and  bound  together  in  a  book,  to  be  called  "  the  General- 
Balance-Book."  I  cannot  better  explain  the  General- 
Ledger  than  by  giving  the  form  of  the  weekly  balance- 
sheet,  with  the  names  of  those  accounts  which  most  banks 
have  occasion  to  introduce.  I  have  distributed  these 
accounts  into  five  classes  : — 1.  Lodgments.  2.  Invest- 
ments. 3.  Expenditure.  4.  Cash  Account,  with  Branches  ; 
and  5.  Proprietors'  Accounts.  Each  bank,  however,  will 
open  such  accounts  as  are  adapted  to  its  transactions. 
Whatever  books  the  business  may  render  necessary  will 
require  to  have  corresponding  accounts.  The  General- 
Ledger  contains  the  summaries  of  all  the  other  books. 
Thus,  the  account  called  "  Current- Accounts  "  contains  the 
summary  of  the  Current-Account-Ledger.  The  account 
called  "  Deposit  .Receipts  "  is  a  summary  of  the  Deposit- 
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Eeceipt-Book.  The  account  called  "  Bills  discounted  "  is 
a  summary  of  the  Discount-Register  and  the  Discount 
Journal.  In  this  way  every  book  in  the  office  has  a  cor- 
responding summary  in  the  General  Ledger.  Hence,  this 
book  is  a  check  upon  all  the  other  books  ;  and  by  means  of 
these  summaries,  the  partners  or  directors  of  a  bank  can 
see  at  once  the  actual  state  of  their  affairs,  and  can  trace 
the  progress  or  decline  of  different  branches  of  their  busi- 
ness. 

Every  branch  of  a  Joint-Stock  Bank  has  a  "  General- 
Balance-Book,"  and  sends  to  the  head-office  every  -week  a 
balance-sheet  of  its  affairs  as  they  stood  on  the  previous 
Saturday  night.  At  the  head-office  these  various  balance- 
sheets  are  consolidated,  and  form  a  general  statement  of 
the  affairs  of  the  whole  bank.  This  statement  comprises 
the  balance  of  the  General-Ledger  at  the  head-office,  and 
that  of  each  branch.  These  statements  are  printed  and 
bound  together  beforehand,  so  as  to  form  a  book — it  is 
called  the  Statement-Book,  and  is  laid  before  the  directors 
at  their  weekly  meetings.  The  balances  of  the  General- 
Ledger  are  given  in  the  form  on  page  68,  and  those  of  the 
Statement -Book  in  the  form  at  page  78. 

It  will  be  observed  that  the  accounts  introduced  into  the 
balance-sheet  on  page  68  are  such  as  would  be  necessary 
to  a  London  bank  that  had  country  agencies  and  branches, 
and  issued  notes.  No  such  bank  exists.  But  I  have  in- 
troduced all  these  accounts,  that  each  bank  may  take  those 
which  are  adapted  to  its  transactions.  It  will  also  be  ob- 
served that  I  have  kept  the  country  business  distinct  from 
the  town  business,  so  that  the  comparative  extent  of  each 
may  be  immediately  perceived.  I  have  introduced  cash 
columns  for  the  AMOUNT  as  well  as  the  BALANCES  ;  for 
although  the  balances  are  sufficient  to  show  the  actual 
state  of  the  bank,  yet  the  amounts  are  necessary  to  show 
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Branch  D. 

V.  PROPRIETORS'  ACCOUNTS. 

Paid-up  Capital. 
Preliminary  Expenses. 
Dividend  Account. 
Unclaimed  Dividends. 
Surplus  Fund. 
Profit  and  Loss. 
Fund  for  Bad  Debts. 

General  Account  of  Cash. 

— 

— 



— 

— 





— 

— 



— 

— 
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the  Business  that  has  been  done  since  the  previous  half- 
yearly  balance. 

1.  The  first  class  of  accounts,  under  the  head  of  LODG- 
MENTS, are  all  credit  accounts ;  that  is,  the  balance  is  on 
the  credit  side. 

CURRENT  ACCOXTXTS  are  those  which  are  usually  kept 
by  the  London  bankers,  and  are  called  by  the  Bank  of 
England  "Drawing  Accounts."  DEPOSIT  EECEIPTS  are 
more  permanent  lodgments,  upon  which  the  joint-stock 
banks  allow  interest.  The  account  "  BILLS  DEPOSITED," 
not  being  a  cash  account,  might  be  omitted  without  de- 
ranging the  balance  of  the  General-Ledger.  If  introduced, 
its  balance  must  be  placed  on  both  sides  the  balance-sheet, 
or  the  totals  will  not  agree.  The  General-Ledger  is  no  check 
upon  the  accuracy  of  this  account.  It  should,  therefore, 
lie  checked  periodically,  by  taking  off  the  daily  amounts 
current  from  the  Journal,  and  comparing  the  total  with  the 
balance  of  "  Bills  Deposited  in  the  General-Ledger." 

Some  banks  distribute  their  bills  deposited  into  several 
accounts,  as  "  Bills  Deposited  by  Agents,"  "  Bills  Deposited 
by  Branches,"  "  Bills  Deposited  by  Private  Parties,"  &c.  &c. 
On  the  debit  side  of  the  General-Ledger  these  "  bills  de- 
posited "  are  mixed  with  the  bills  discounted  in  different 
accounts,  according  to  the  places  where  the  bills  are  pay- 
able,  as  "  London  Bills,"  "  Manchester  Bills,"  "  Branch 
Bills,"  &c.  Those  deposited  bills  that  are  payable  in  the 
place  where  the  bank  is  established,  are  usually  distin- 
guished from  the  discounted  bills;  one  account  being 
called  "  Local  Bills  Discounted,"  and  the  other  "  Local 
Bills  Deposited." 

NOTES  IN  CIBCITLATIOX. — When  the  notes  are  made 
payable  at  any  other  place  beside  the  place  of  issue,  this 
account  will  only  show  the  "  apparent  circulation,"  as  the 
notes  that  have  been  paid  by  the  agents,  or  at  the  other 
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brandies  of  the  bank,  cannot  be  brought  into  the  account 
until  they  have  been  returned  for  reissue.  I  have  classed 
this  account  under  the  head  of  Lodgments,  because  it  de- 
notes a  portion  of  the  debt  due  from  the  bank  to  the  public. 

CREDITS  ON  AGENTS. — When  a  bank  grants  a  Bill,  or 
Letter  of  Credit,  upon  their  agents,  the  money  received  is 
placed  to  the  credit  of  this  account.  When  the  bill  is  due, 
or  the  credit  paid,  it  is  placed  to  the  debit  of  this  account, 
and  to  the  credit  of  the  agent's  cash  account.  The  busi- 
ness of  some  banks  requires  a  sub-division  of  their  credits, 
as  "  Credits  on  London  Agents,"  "  Credits  on  Bristol 
Agents,"  &c.  Some  banks  have  also  an  account  for  "  Credits 
on  Branches  ;"  but  where  all  the  credits  granted  are  pay- 
able on  demand,  they  are  usually  placed  at  once  to  the 
credit  of  the  cash  account  of  the  branch  on  which  they  are 
drawn. 

2.  INVESTMENTS. — The  accounts  belonging  to  this  class 
are  all  debit  accounts;  that  is,  the  balance  (if  any)  is 
always  on  the  debit  side. 

In  the  foregoing  balance-sheet  it  is  presumed  that  all 
the  bills  are  payable  in  London,  as  the  London  bankers 
do  not  usually  discount  bills  payable  elsewhere.  The 
division  into  two  accounts  is  merely  to  show  the  compara- 
tive extent  of  the  town  and  the  country  business.  The 
first  account  includes  the  bills  discounted  for  parties  re- 
sident in  London,  and  the  second  includes  the  bills  dis- 
counted for  parties  resident  in  the  country.  Where  the 
bills  are  payable  at  different  places,  they  are  referred,  as  I 
have  already  intimated,  to  different  accounts,  as  "  London 
Bills,"  "  Manchester  Bills,"  &c.  It  is  not  usual,  in  these 
cases,  to  distinguish  between  the  bills  discounted  and  the 
bills  deposited,  but  to  place  them  together  on  the  same 
account ;  for  instance,  the  account  "  London  Bills"  would 
include  all  bills  payable  in  London,  whether  discounted  or 
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deposited.  If  thought  proper,  however,  they  may  be  easily 
divided  into  separate  accounts,  as  "  London  Bills  Dis- 
counted," and  "  London  Bills  Deposited." 

PAST-DrE-BiLLS. — When  a  discounted  bill  is  not  paid, 
it  is  transferred  to  the  debit  of  this  account.  "  Bills  de- 
posited "  never  pass  into  this  account,  but  if  unpaid,  are 
returned  to  the  parties  by  whom  they  were  deposited. 

"When  the  bank  purchases  "  Government  Stock,"  "  Ex- 
chequer Bills,"  "  India  Bonds,"  &c.,  the  purchase  money 
is  passed  to  the  debit  of  an  account  raised  for  the  purpose. 
Upon  re-sale  the  account  is  credited  for  the  money  re- 
ceived, and  the  difference  between  the  money  invested 
and  the  money  received  is  passed,  at  the  end  of  the  year, 
to  the  debit  or  the  credit  of  profit  and  loss  account. 

LOANS. — This  account  is  debited  for  the  amount  of  any 
loan  granted  to  a  customer,  or  to  any  other  party,  on  secu- 
rity. "When  a  customer  wants  a  temporary  advance,  the 
usual  way,  in  London  banks,  is,  not  to  let  him  overdraw  his 
account,  but  to  place  to  his  credit  the  sum  he  may  require, 
and  debit  the  loan  account.  The  interest  is  charged  upon 
the  full  amount  of  the  loan.  "When  the  loan  is  repaid,  this 
account  is  credited. 

3.  EXPENDITURE. — The  accounts  under  this  head  require 
little  explanation.     "  Bank  Premises  "  is  debited  for  the 
expense  of  altering,  painting,  &c.,the  buildings  and  offices 
connected  with  the  bank.     The  other  accounts  are  debited 
for  the  different  classes  of  expenditure  as  they  occur.     At 
the  end  of  the  year  these  accounts  are  credited,  and  the 
several  amounts  are  placed  to  the  debit  of  profit  and  loss 
account. 

4.  CASH  Accorxx  WITH  BRANCHES. — The  title  of  this 
class  of  accounts  is  sufficiently  explanatory.     I  will  only 
observe,  that  in  some  banks  each  branch  keeps  a  distinct 
cash    account    with   every   other  branch,    and   with    the 
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several  agents  of  the  bank  with  whom  it  may  have  trans- 
actions. But,  in  other  banks,  each  branch  passes  all 
its  transactions  through  its  cash  account  with  the  head- 
office.  It  debits  the  head-office  for  whatever  it  may  remit 
to  either  a  branch  or  an  agent,  and  it  credits  the  head-office 
for  whatever  sums  it  may  receive  from  a  branch  or  an 
agent. 

5.  PROPRIETORS'  ACCOUNTS. — This  class  of  accounts 
refers  to  the  internal  operations  of  the  bank. 

PAID-UP  CAPITAL. — If  the  capital  has  been  paid  up  at 
different  times,  this  account  may  be  divided  into  "  First 
Instalment,"  "  Second  Instalment,"  "  Third  Instal- 
ment," &c. 

PRELIMINARY  EXPENSES. — Several  joint-stoct  banks 
have  passed  to  an  account  of  this  sort  the  expense  of 
forming  the  company  ;  and  these  expenses  are  discharged 
out  of  the  profits,  by  equal  portions,  in  the  course  of  five  or 
ten  years.  This  is  considered  a  more  equitable  mode  than 
to  pay  these  expenses  out  of  the  profits  of  the  first  two  or 
three  years. 

SURPLUS  FUND. — When  the  whole  of  the  annual  profits 
are  not  divided  among  the  partners  or  proprietors,  the 
surplus  is  transferred  to  an  account  called  "  Surplus 
Fund,"  where  it  remains  for  the  purpose  of  being  applied 
to  meet  any  losses  or  contingencies  that  may  occur  in  after 
years. 

PROFIT  AND  Loss. — To  the  credit  of  this  account  is 
placed  all  interest  and  commission  received ;  and  to  the 
debit  is  placed  all  interest  paid.  These  entries  are  made 
at  the  time  the  transactions  occur.  At  the  end  of  the  year 
this  account  is  credited  for  all  the  profits  that  have  been 
made  during  the  year  upon  Government  Stock,  Exchequer 
Bills,  &c.,  and  is  debited  with  the  several  items  of  expendi- 
ture. The  Profit  and  Loss  Account  may  be  subdivided 
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into  several  accounts,  as  "  Interest  Received  on  Bills  Dis- 
counted," "  Commission  Received,"  "  Interest  Paid  on 
Deposit  Receipts,"  "Charge  for  Agency,"  <tc.,  &c.  When 
it  is  not  thus  divided,  a  complete  abstract  of  the  account 
should  be  made  out  at  the  end  of  the  year. 

GENERAL  ACCOUNT  OF  CASH. — The  introduction  of 
this  account  makes  the  General-Ledger  a  perfect  check 
upon  the  other  books.  For  by  this  means  the  total  of 
all  the  balances  of  the  debit  side  of  the  General-Ledger 
are  equal  to  the  total  of  all  the  balances  of  the  credit 
side.  To  the  debit  of  this  account  is  passed,  every  day, 
the  total  amount  of  the  credit  side  of  the  Day-Book ; 
and  the  account  is  credited  for  the  amount  of  the  debit 
side  of  the  Day-Book ;  consequently  the  balance  of  this 
account  will  be  always  on  the  debit  side,  and  will  be  equal 
to  the  difference  between  the  sum  of  all  the  other  debit 
balances,  and  the  sum  of  the  credit  balances ;  that  is,  it  will 
show  the  amount  of  cash  in  the  bank.  The  General- 
Ledger  is  usually  kept  on  the  progressive  plan,  so  that  the 
balance  of  any  account  can  be  seen  upon  inspection,  and  its 
progress  from  any  past  period  can  be  distinctly  and  readily 
traced. 

VII. — Periodical  Balances. 

DAILY  BALANCE. — It  is  well  known  that  bankers  try 
their  balance  at  the  close  of  their  business  every  night, 
with  a  view  of  correcting  any  errors  that  may  have  occurred 
during  the  day.  The  process  is  very  easy.  If  to  the 
amount  of  the  Cash-Book  last  night,  we  add  the  amount 
of  the  cash  received  to-day,  and  deduct  the  amount  of  the 
cash  we  have  paid,  the  remainder  will  be  the  amount  of 
the  Cash-Book  to-night.  If,  on  trial,  we  find  this  is  not 
the  case,  there  must  be  some  error.  Suppose,  for  instance, 
the  Cash-Book  last  night  amounted  to  =£100,000,  and  we 
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have  received  =£40,000  and  paid  .£50,000  to-day,  then  will 
the  Cash-Book  to-night  amount  to  ,£90,000.  The  trial 
stands  thus  : — 

Cash-Book  last  night  .  £100,000  |  Paid- Day- Book  .  .  .  £50,000 
Rei-eived-Day-Book  .  40,000  Cash-Book  to-night  .  .  90,000- 

£140,000    |  £140,000 

The  daily  balance,  therefore,  is  nothing  more  than  the 
balance  of  the  Day-Book ;  and  the  only  books  employed 
are  the  Day-Book  and  the  Cash-Book.  But  as  these  books, 
when  finally  closed,  include  the  amount  of  several  other 
books,  the  trial  is  usually  made  (for  the  purpose  of  avoid- 
ing alterations)  on  a  half-sheet  of  paper,  called  the  trial 
paper,  previous  to  those  entries  being  made,  and  then  the 
amounts  of  these  several  books  are  stated  separately,  in  the 
following  manner : — 

Dr.  BANKING   HOUSE.  CV. 

Amount  of  Cash-Book  last  I   Amount  of  Paid- Day-Book 


night 


[This  is  usually  called  the 

Rest.] 
Ditto    of   Received-Day- 


Book 


Ditto  of  Bill-Journal  . 


Ditto  of  Clearing-in-Book 
Ditto  of  Balance  of  the 


Clearing 

Do.  of  Cash-Book  to-night 
Do.  of  Balance  of  Money- 


Book 


Do.  of  Discount-Journal  Do.  of  Discount-Register 


The  balance  of  the  clearing  is  always  to  the  credit  of 
the  house  ;  for,  if  the  clearing  "  takes  out,"  then  the  bank 
notes  paid  away  at  the  Clearing-house  are  entered  in 
continuation  of  the  clearing- out ;  so  that,  in  this  case,  the 
balance  is  usually  thrown  a  small  sum  on  the  other  side. 
"When  the  clearing  is  finally  closed,  the  notes  forming  this 
balance  are  entered  in  continuation  of  the  clearing-in, 
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and  subsequently  in  the  Cash-Book.  The  notes  entered 
in  the  clearing-out  are,  of  course,  not  entered  in  the  Cash- 
Book. 

WEEKLY  BALANCES. — The  daily  balance  checks  the 
Waste-Books,  the  Discount-Register,  the  Journals,  the 
Day-Books,  the  Lists,  and  the  Money-Books.  If  any  errors 
occur  in  any  of  these  books  throughout  the  day  the  balance 
•will  be  wrong.  But  the  daily  balance  does  not  check  the 
Current-Account-Ledger,  though  this  is  the  most  impor- 
tant book  of  all.  The  Ledger  is  therefore  "marked  off" 
every  morning  against  the  Day-Book,  the  Bill- Journal, 
and  the  Clearing-in-Book  :  but  this  is  not  a  sufficient 
check.  Hence  the  balances  of  all  the  accounts  in  the 
Current-Account-Ledger  should  be  taken  off  weekly  in  a 
book  called  the  Current- Account-Balance-Book,  and  added 
together,  and  the  amount  made  to  agree  with  the  balance 
of  "  current  accounts  "  in  the  General-Ledger.  This  is 
usually  done  by  the  London  bankers  quarterly  or  half- 
yearly.  "When  the  Ledger  is  kept  on  the  progressive 
plan,  it  may  be  done  weekly  without  much  trouble.  The 
"  Current- Account-Balance-Book  "  should  be  ruled  so  that 
the  names  of  the  parties  having  accounts  may  be  placed 
under  one  another  at  the  left  hand,  and  all  the  rest  of  the 
left-hand  page,  and  the  whole  of  the  right-hand  page, 
divided  into  double  cash  columns — one  column  for  the 
balances  of  the  accounts  when  in  cash,  and  the  other  for 
the  balances  overdrawn.  On  this  plan  it  will  not  be 
necessary  to  write  the  names  more  than  once  in  seven 
weeks. 

In  the  same  way  the  balances  of  the  Discount-Ledger 
should  be  taken  off  weekly  in  the  "  Discount  -Balance- 
Book."  The  balances  of  the  General-Ledger  are  also  taken 
off  weekly  in  the  "  General-Balance-Book"  in  the  way  I 
have  alreadv  described. 
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HALF-YEARLY  BALANCE. — The  weekly  balancing  of  the 
Ledger  does  not  preclude  the  necessity  for  a  half-yearly 
balance.  The  usual  days  for  balancing  are  the  last  days 
of  June  and  December.  Some  banks,  however,  balance  on 
the  last  Saturday  in  June  and  December,  and  others  on  the 
30th  of  June  and  on  Christmas-eve.  On  the  balancing  day 
the  following  operations  are  passed  through  the  books  : — - 
1.  The  current  accounts  will  be  debited  for  any  interest 
or  commission  that  may  be  due  from  the  party  to  the 
bank. — 2.  The  Current- Account-Ledger  will  be  balanced, 
and  the  balance  will  be  brought  down  as  the  commence- 
ment of  the  transactions  of  the  ensuing  half-year. — 3. 
The  customers'  books  must  be  balanced,  and  made  to  agree 
with  the  Current- Account-Ledger. — 4.  The  interest  due 
upon  the  outstanding  deposit  receipts  must  be  calculated, 
and  the  sums  added  together. — 5.  The  General-Ledger 
must  be  balanced,  and  at  the  December  balance  the  amount 
standing  to  the  debit  of  the  several  classes  of  expenditure 
must  be  passed  to  the  credit  of  those  accounts,  and  to  the 
debit  of  profit  and  loss  account,  and  the  several  sums  of 
profit  that  have  been  realized  upon  Government  Stock, 
India  bonds,  &c.,  are  transferred  to  the  credit  of  profit  and 
loss  account. 

For  each  half-year  a  book  must  be  provided  to  be  called 
the  Half- Yearly-Balance-Book.  This  Book  will  contain  the 
following  entries  : — 

1.  A  balance-sheet  showing  the  balances  of  the  respec- 
tive accounts  in  the  General-Ledger  in  the  same  way  as  the 
weekly  balance-sheet. — 2.  A  debtor  and  creditor  balance- 
sheet,  showing  the  exact  condition  of  the  bank. — 3.  An 
abstract  of  the  profit  and  loss  account. — 4.  A  list  of  all  the 
balances  of  the  current  accounts. — 5.  A  list  of  all  the  out- 
standing deposit  receipts,  and  the  interest  due  upon  each. 
— 6.  A  list  of  all  discounted  bills,  current,  i.e..  bills  not 
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yet  due. — 7.  A  list  of  all  deposited  bills  current. — 8.  A 
list  of  all  other  securities,  distinguishing  those  that  belong 
to  the  bank  from  those  that  are  lodged  by  its  customers. 

The  debtor  and  creditor  balance-sheet  will  contain  the 
same  amounts  as  the  balance-sheet  of  the  General-Ledger 
(see  page  68),  but  differently  arranged.  They  may  be 
disposed  according  to  the  form  exhibited  on  the  next 
page. 

The  abstract  of  the  profit  and  loss  account  may  be  made 
out  in  the  following  form  : — 


Abstract  of  Profit  and  Loss  Account,  from  Jan.  1  to  Dec.  31. 

Dr.                                                                                                    Or. 

To  Bank  Premises    . 
Furniture  .     .     . 
Rent      .... 

Salaries      .     .    . 
Stationery  .     .     . 
Incidental      Ex- 
penses   .     .     . 

Total  Expenses   .     . 
Loss  on  bad  Bills.  &c. 
Balance  in  favour  of 
the  Bank     .     .     . 

By  Interest  on  Bills 
discounted  .     .     . 
By  Interest  on  Loans 
By   Commission    on 
Current  Accounts 
By    Profit    on    Ex- 
chequer Bills,  &c. 





~ 

At  the  end  of  the  year  the  final  balance  of  the  profit 
and  loss  account  is  transferred  to  other  accounts  according 
to  the  purposes  to  which  it  is  to  be  applied.  If  intended 
to  be  held  as  a  "  surplus  fund,"  it  is  transferred  to  that 
account.  If  intended  to  be  divided  among  the  proprietors, 
it  is  transferred  to  a  "  dividend  account,"  which  is  raised 
for  that  purpose.  If  the  balance  of  the  profit  and  loss  ac- 


Statement  of  the  Affairs  of  the  Sank,  on 

Dr.            THE 

BANKING  COMPANY.            Cr. 

DUE  TO  THE  PUBLIC 
OX     CURRENT    AC 

COUNTS. 

Head  Office,  Town    . 
Ditto,  Country  .     . 

- 

- 

DUE  TO   THE   BANK   ON 
OVERDRAWN  ACCOUNTS. 
Head  Office,  Town  .     .     . 
Ditto,  Country    .     .     . 
Branch  A  



; 

- 

i 

__. 

Branch  B  .     . 

Branch  C  

Branch  B.          ... 

Total    Overdrawn    Ac-  ^ 

Branch  C  

Total   Current  Ac-) 
counts         .     .     .  ) 

DEPOSIT  RECEIPTS. 
Head  Office  .... 

BILLS  DISCOUNTED. 
Head  Office,  Town  .     .     . 
Ditto,  Country    .     .     . 
Branch  A  . 
Branch  B  

Branch  C  

Total  Amount  of  Bills  ) 
Discounted.     .     .     .   ) 

LOANS. 

Branch  B.     . 

Branch  C  

Total   Deposit  Re-J 
ceipts     .     .     .     .  f 

Notes  in  Circulation  . 
Credits  oa  Agents 

Total  Lodgments  .     . 

INTEREST  ACCOUNT. 
Head  Office  .... 

Branch  A  

Branch  B  

Branch  C  

Total  Amount  of  Loans   . 

INVESTMENTS. 
Government  Stock  .     .     . 
Exchequer  Bills.     .     .     . 

Other  Investments.     .     . 

Total  Investments  .    .     . 
Total  available  Assets 

EXPENDITURE. 
Head  Office 



- 

- 

Branch  B  

Branch  C  

Total     Amount    of) 
Interest     .    .     .  j 

FUND  FOR  BAD 
DEBTS. 

Head  Office  .... 
Branch  A  

Branch  A  



- 

- 

Branch  B..     .     . 

Branch  C  

Total  Expenditure  .     .     . 

PAST-DUE-BlLLS. 

Head  Office    

Branch  B  

Branch  B  
Branch  C  

Total  Amount  of  Past-  ) 
Due-Bills      .     .     .     .) 

SUNDRY  ACCOUNTS. 
Stamp  Account  .... 
House  Account  .... 
Ditto  Branch  A.  .     .    . 
Ditto  Branch  B.  .     .     . 
Ditto  Branch  C.  .     .     . 

Total     

Total    Amount    of) 
Fund     for     Bad  > 
Debts    .     .     .    .) 

PAID-CP  CAPITAL  .    . 

SUNDRY  ACCOUNTS. 

Forfeited  Shares  .     . 
Dividends     .... 
Unclaimed  ditto    .     . 
Surplus  Fund  .     .     . 
Profit  and  Loss     .     . 

Total   Sundry   Ac-  ) 
counts    .     .     .     .  f 

Total       .     .     . 

GENERAL  ACCOUNT  OF 
CASH. 
Head  Office    

... 

... 

Total  Amount  of  Cash      . 
Total  
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count  should  be  against  the  bank,  then  it  must  remain  "on 
the  wrong  side,"  until  further  profits  shall  turn  the  balance 
the  other  way. 

Besides  the  books  connected  with  the  business  of  bank- 
ing, every  joint-stock  bank  will  require, 

1.  A  SHAREHOLDERS'  KEGISTER. — In  this  book  the 
names  of  the  shareholders  are  entered  chronologically  in 
the  order  in  which  they  become  shareholders.  The  entry 
includes  the  date,  the  name,  residence,  number  of  shares, 
and  sum  paid. 

•2.  TRANSFER-REGISTER. — In  this  book  are  entered  the 
transfer  of  shares  from  one  proprietor  to  another.  The 
entry  includes  date  of  transfer,  from  whom  transferred, 
residence,  ledger-folio,  to  whom  transferred,  residence, 
purchase-money,  transfer  stamp. 

3.  PROPEIETORS'-LEDGEB. — In  this  ledger  each  pro- 
prietor has  an  account  open,  in  the  same  way  as  in  a  cash- 
ledger.  He  is  credited  for  the  number  of  shares,  and  an 
entry  is  made  of  the  different  instalments  he  may  pay. 
When  he  sells  or  transfers  his  shares,  he  is  debited  the 
shares,  and  they  are  placed  to  the  credit  of  the  party  who 
may  have  purchased  them.  The  entry  includes  the  date, 
number  of  register,  calls  and  transfers,  number  of  shares, 
and  amount. 

III.  "We  shall  now  consider  those  Improvements  of  which 
the  above  system  is  capable,  so  as  to  render  it  more  efficient 
in  large  establishments. 

As  a  bank  increases  its  business,  it  becomes  of  importance 
to  improve  its  system  of  book-keeping,  and  to  adopt  means 
of  increasing  the  efficiency  of  its  clerks.  A  large  esta- 
blishment can  generally  be  conducted  with  a  less  propor- 
tionate number  of  hands  than  a  small  one.  It  admits  of  a 
more  extensive  application  of  the  principle  of  a  division  of 
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labour.  In  a  small  bank,  one  clerk  may  keep  two  or  three 
books  of  various  kinds,  or  perhaps  act  as  both  cashier  and 
accountant.  But  in  a  large  bank,  each  clerk  is  in  general 
kept  wholly  to  one  employment.  The  effects  of  this  sepa- 
ration of  occupations  are  the  same  in  banks  as  in  manufac- 
tories ;  and  the  description  of  these  effects  given  by  Adam 
Smith  will  equally  apply  to  both  cases. 

"  The  great  increase  in  the  quantity  of  work  which,  in 
consequence  of  the  division  of  labour,  the  same  number  of 
people  are  capable  of  performing,  is  owing  to  three  different 
circumstances  :  first,  to  the  increase  of  dexterity  in  every 
particular  workman  ;  secondly,  to  the  saving  of  time  which 
is  commonly  lost  in  passing  from  one  species  of  work  to 
another ;  and  lastly,  to  the  invention  of  a  great  number  of 
machines  which  facilitate  and  abridge  labour,  and  enable 
one  man  to  do  the  work  of  many." 

The  increase  of  dexterity  by  constant  practice  is  very 
observable  in  the  practice  of  "  casting  up."  A  clerk  who 
is  much  accustomed  to  this  operation  will  cast  up  a  long 
column  of  figures  with  singular  quickness  and  accuracy. 
It  is  also  very  observable  in  "calling  over."  Besides, 
owing  to  the  abbreviations  we  have  mentioned  in  page  45, 
a  clerk  in  calling  over  will  speak  so  rapidly  that  an  un- 
practised ear  will  hardly  be  able  to  follow  him.  Mr. 
Babbage  gives  the  following  instance  of  great  dexterity 
acquired  by  practice : — 

"  Upon  an  occasion  when  a  large  amount  of  bank  notes 
was  reqxiired,  a  clerk  in  the  Bank  of  England  signed  his 
name,  consisting  of  seven  letters,  including  the  initial  of 
his  Christian  name,  five  thousand  three  hundred  times 
during  eleven  working  hours,  and  he  also  arranged  the 
notes  he  had  signed  in  parcels  of  fifty  each,"  l 

1  "  The  Economy  of  Machinery  and  Manufactures."     By  Charles 
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The  loss  of  time  in  passing  from  one  operation  to  another 
is  as  obvious  in  mental  processes  as  in  those  which  are 
purely  mechanical. 

"  When  the  human  hand  or  the  human  head  has  been 
for  some  time  occupied  in  any  kind  of  work,  it  cannot 
instantly  change  its  employment  with  full  effect.  The 
muscles  of  the  limbs  employed  have  acquired  a  flexibility 
during  their  exertion,  and  those  to  be  put  into  action  a 
stiffness  during  rest,  "which  renders  every  change  slow  and 
unequal  in  the  commencement.  A  similar  result  seems  to 
take  place  in  any  change  of  mental  exertion ;  the  attention 
bestowed  on  the  new  subject  is  not  so  perfect  at  the  first 
commencement  as  it  becomes  after  some  exercise."  l 

The  invention  of  expedients  for  facilitating  and  abridg- 
ing labour  is  also  as  common  in  a  bank  as  in  a  manufac- 
tory. 

Mr.  Francis  has  recorded,  in  his  "  History  of  the  Bank 
of  England,"  a  variety  of  improvements  introduced  into 
that  establishment  by  Mr.  William  Rae  Smee,  son  of  a 
former  chief  accountant. 

He  proposed  an  alteration  in  the  cheque  office,  by  which 
he  stated  that  the  work  which  employed  three  principals 
and  twenty-one  clerks  would  be  done  more  effectually  by 
two  principals  and  seven  clerks.  In  the  circulation  depart- 
ment, the  posting,  which  previously  took  fifty,  occupied 
only  eight  clerks  ;  whereas  the  whole  of  that  department, 
conducted  upon  the  old  system,  would  probably  have  re- 
quired before  now  a  hundred  additional  assistants.  In 
the  National  Debt  Office  Mr.  Smee  introduced  such  mea- 
sures that  "  the  directors  were  enabled  so  far  to  consult 
the  accommodation  of  the  public  as  to  enable  the  trans- 
fers in  the  various  offices  to  be  made  eight  or  nine  days 

1  "  The  Economy  of  Machinery  and    Manufactures."    By  Charles 
Babbage. 

II.  G 
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later  than  usual,  the  business  which  formerly  occupied 
about  thirty-two  days  being  accomplished  in  about  twenty- 
three.1 

Similar  improvements  have  been  introduced  into  com- 
mercial book-keeping. 

"  The  old  method  of  journalizing  and  posting  each  trans- 
action separately  unnecessarily  swells  the  accounts  in  the 
ledger  with  a  multiplicity  of  figures,  which  greatly  increases 
the  difficulty  of  balancing,  and,  to  say  nothing  of  extra 
labour  and  loss  of  time,  the  liability  to  error  is  always  in 
proportion  to  the  number  of  entries,  and  vice  versa.  If  a 
hundred  sums  are  posted  when  one  would  answer,  then  a 
hundred  chances  of  error  are  incurred  where  only  one  was 
necessary ;  and  in  the  event  of  an  error  in  adjusting  the 
accounts,  a  hundred  entries  must  be  called  over  and  ex- 
amined instead  of  one."  2 

The  expedients  -introduced  to  improve  any  system  of 
book-keeping  have  for  their  object  either  the  saving  of 
time  directly  by  abbreviating  the  entries,  or  to  save  time 
indirectly  by  new  modes  of  preventing  or  detecting  errors. 
And  it  may  be  observed,  that  a  minute  alteration,  hardly 
worthy  of  being  adopted  in  a  small  bank,  where  it  would 
save  but  a  few  minutes  a  day,  may  be  very  properly 
adopted  in  a  large  establishment,  where  the  time  saved 
would  be  in  proportion  to  the  greater  extent  of  business. 
Sometimes  an  entry  may  be  shortened  by  omitting  some  of 
the  particulars.  Thus,  where  we  have  been  accustomed  to 
enter  with  every  bill — the  name  of  the  last  indorser — the 
drawer  and  his  residence — the  accepter  and  his  residence 
— the  date,  term  when  due,  and  the  amount — we  may 
properly,  perhaps,  omit  some  of  these  items.  Or  where  we 

1  '•'  History  of  the  Bank  of  England :  its  Times  and  Traditions."  By 
John  Francis.  Vol.  ii.  p.  141. 

•  "  Double  Entry  Elucidated."     By  B.  F.  Foster.     P.  18. 


PRACTICE   OF    BANKING.  83 

hare  repeated  the  same  entry  in  several  books,  we  mar 
enter  it  in  fewer  books — or,  perhaps,  make  the  individual 
entries  in  only  one  book,  and  enter  the  total  amount  in  the 
others — or,  at  other  times,  the  whole  form  of  a  book  may 
be  changed,  and  we  may  by  a  new  arrangement  obtain 
the  same  results  more  clearly  and  in  less  time.  Almost 
every  bank  will  occasionally  make  some  alteration  of  this 
kind  as  its  business  may  require.  And  even  each  ac- 
countant has  usually  some  little  expedients  of  his  own  for 
facilitating  his  daily  operations.  We  will  notice  a  few  of 
those  amendments  that  have  been  adopted  with  the  view 
of  saving  time  and  labour  in  some  of  our  banking  esta- 
blishments. 

Some  large  banks  have  adopted  the  "  horizontal  system 
of  book-keeping,"  which  is  in  some  respects  an  improve- 
ment on  the  system  described  in  the  former  editions  of 
this  work.  The  chief  difference  is  in  the  mode  of  ruling 
the  Received  and  the  Paid- Waste-Books. 

The  Received- Waste-Book,  instead  of  being  ruled  as 
described  on  page  50,  has/o?/r  cash  columns,  three  at  the 
left  hand  as  you  face  the  book,  and  the  fourth  at  the  right 
hand,  with  a  space  between  the  third  and  the  fourth.  The 
different  items  of  a  credit  entry,  instead  of  being  placed 
under  one  another,  as  in  the  former  system,  will  be  placed 
separately  in  the  first  three  columns,  and  the  total  in  the 
fourth  column.  Thus,  if  a  sum  of  .£543  10s.  7d.  be  re- 
ceived from  Mr.  Smith,  and  this  sum  consists  of  £3  10s.  7J. 
in  coin  or  money,  ,£100  in  a  Bank  of  England  note,  and 
=£440  in  a  cheque  on  Jones,  Loyd  &  Co.,  the  entry  will 
stand  thus : — 
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Money. 

Bank 
Notes. 

Sundries. 

Name. 

Total. 

£ 

s. 

d. 

£ 

£ 

S* 

d. 

Smith. 

£ 

s. 

d. 

3 

10 

7 

100 

440 

0 

0 

Jones,  Loyd  &  Co. 

543 

10 

1 

Thus  it  is  seen  that  the  first  column  is  for  money,  the 
second  column  for  bank  notes,  and  the  third  column  for 
"  sundries  ; "  that  is,  for  all  other  articles ;  and  these 
three  columns  are  added  together  "  horizontally,"  and  the 
total  brought  out  into  the  fourth  cash  column  at  the  right 
hand.  It  will  be  observed,  that  the  cashier  has  to  add  the 
items  together,  not  longways,  but  crossways — not  longi- 
tudinally, but  "  horizontally."  After  a  little  practice  one 
way  is  just  as  easy  as  the  other. 

Some  cashiers  prefer  having  two  columns  only  at  the 
left  hand,  and  two  at  the  right  hand,  with  the  space 
between  the  second  and  third  column,  as  the  numbers 
of  the  bank  notes,  and  the  names  of  the  bankers  on 
whom  the  cheques  are  drawn,  can  then  be  placed  on  the 
same  line,  but  this  is  not  a  matter  of  much  consequence. 

Now,  if  you  "  cast  up "  the  first  left-hand  column, 
you  will  have  at  the  close  of  the  day  the  total  amount  of 
money,  i.e.,  coin,  received  during  the  day.  If  you  cast  up 
the  second  column,  you  will  have  the  total  amount  of 
bank  notes.  The  third  column  will  give  the  total  amount 
of  "  sundries."  And  the  amount  of  these  three  columns 
together  will  be  equal  to  the  fourth  column,  containing 
the  total  amount  of  the  credits.  If  this  should  not  be 
the  case,  there  must  be  some  error,  which  must  be  dis- 
covered forthwith.  Thus  the  Horizontal-Received- Waste- 
Book  is  a  check  upon  itself.  As  soon  as  the  cashier  gets 
to  the  bottom  of  a  page  he  casts  up  his  book,  and  sees 
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that  the  three  columns  are  exactly  equal  to  the  fourth. 
Thus  he  keeps  his  book  right  as  he  goes  on.  "Whereas, 
in  the  former  system,  any  error  in  the  Received- Waste- 
Book  would  not  be  discovered  till  the  General  Balance 
was  tried  at  the  close  of  business,  and  not  then,  perhaps, 
until  after  a  long  course  of  "  marking  off." 

To  simplify  my  explanation,  I  have  described  the  Ee- 
ceived- "Waste-Book  as  having  only  four  cash  columns,  and 
these  are  perhaps  enough  for  a  small  bank.  But  large 
establishments  have  sometimes  seven  or  eight,  perchance 
in  the  following  order  : — 1.  Money,  i.e.,  coin.  2.  Bank 
notes.  3.  Parcels  of  bank  notes,  called  sundries.  4. 
Country  notes.  5.  Cheques  on  clearing  bankers.  6. 
Cheques  on  bankers  who  do  not  clear.  7.  Cheques  on 

our  own  bank.  a  space.  8.  The  total  amount  of 

the  credit. 

The  Horizontal-Paid- "Waste  book  is  ruled  with,  three 
cash  columns.  One  to  the  left  for  the  amount  of  the 
cheque  paid :  then  an  open  space  for  the  name ;  then  a 
column  for  the  banknotes,  and  another  for  the  money,  i.e., 
coin.  The  London  bankers  do  not  pay  away  any  bills  or 
country  notes  in  exchange  for  cheques,  but  only  Bank  of 
England  notes  and  coin.  The  entry  stands  thus  : — 


Amount  of  Cheque,  j         So.  rf'SLExote. 

Bank 

Moner. 

£ 

s. 

d.  I!                                                     £ 

£         a. 

d. 

101 

4 

3           "White.         1473.             100 

1          4 

3 

The  amount  of  the  columns  containing  the  bank  notes 
and  the  money  will  of  course  be  equal  to  the  column  con- 
taining the  amount  of  the  cheques.  And  thus  this  Paid- 
Waste-Book  contains  a  check  upon  itself. 
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The  Horizontal-Paid-Waste-Book  may  have  at  th^  left 
hand  two  cash  columns,  one  for  the  town  and  the  other 
for  the  country  departments,  and  also  a  separate  column 
for  the  country  notes  ;  thus  : — 


Town. 

Country. 

Country 
Notes. 

Name. 

Bank 
Notes 
Paid. 

Money. 

This  prevents  the  necessity  for  having  both  a  Town  and 
a  Country  Paid- Waste-Book,  while  the  two  departments 
are  still  kept  distinct.  The  country  notes  are  also  sepa- 
rated, and  can  be  checked  by  themselves.  When  all  are 
added  together,  the  total  of  the  three  columns  at  the  left 
must  be  equal  in  amount  to  the  total  of  the  two  columns 
at  the  right  hand.  The  articles  paid  must  be  equal  to  the 
bank  notes  and  money  which  were  issued  in  payment. 

We  shall  now  point  out  some  of  the  advantages  of  the 
horizontal  system  of  keeping  the  Waste-Books. 

First.  As  all  the  receipts  and  payments  of  money,  i.e. 
coin,  are  entered  individually  in  the  Eeceived  and  Paid- 
Waste-Books,  and  the  amounts  added  together,  it  will  not 
be  necessary  that  these  sums  be  copied  individually  into 
the  Money-Book.  The  total  amount  only  of  each  column 
is  entered  in  the  Money-Book  at  the  close  of  the  day's 
business,  and  the  Money-Book  is  balanced.  Thus,  all  the 
time  employed  in  making  the  entries  individually  in  the 
Money-Book  is  saved. 

Secondly.  As  all  the  credits  to  current  accounts  are 
added  together  in  the  Eeceived- Waste-Book,  it  is  not  neces- 
sary they  should  be  entered  individually  in  the  Day-Book. 
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They  can  be  individually  posted  direct  into  the  Ledger,  and 
the  total  only  be  entered  in  the  Day-Book.  The  same 
remark  will  apply  to  the  Paid- "Waste-Book.  This  is  another 
saving  of  time  and  labour. 

Thirdly.  Every  "Waste-Book,  as  we  have  already  inti- 
mated, is  a  check  upon  itself.  We  have  spoken  of  a 
Eeceived- Waste-Book,  and  a  Paid- Waste-Book,  as  though 
a  bank  had  but  one — and  in  small  banks  this  is  the  case. 
But  in  large  banks,  there  are  seven  or  eight  cashiers  or 
more,  each  having  a  Eeceived- Waste-Book  and  a  Paid- 
Waste-Book  for  the  town  department,  and  another  Ee- 
ceived-Waste-Book  and  Paid- Waste-Book  for  the  country 
department,  with  a  Supplementary-Eeceived- Waste-Book, 
and  a  Supplementary-Paid- Waste-Book,  and  a  Money- 
Book  besides.  Now,  it  is  a  great  advantage  to  have  the 
means  of  keeping  all  these  books  free  from  errors  during 
the  day,  and  to  know  at  night  that  they  are  all  correct.  If 
the  "  Balance  "  be  wrong,  the  field  of  inquiry  is  thus  very 
much  limited,  and  the  time  that  would  otherwise  be  em- 
ployed in  checking  the  Waste-Books  is  devoted  to  the 
examination  of  the  other  books  of  the  bank. 

Fourthly.  This  plan  gives  the  means  of  checking  sepa- 
rately those  items  that  have  a  column  appropriated  to 
them.  Take,  for  example,  the  column  of  bank  notes.  If 
we  add  to  the  amount  of  bank  notes  on  hand  last  night 
the  amount  received  to-day,  and  deduct  the  amount  paid 
away,  the  remainder  should  be  the  amount  on  hand  to- 
night. When  this  is  the  case  the  bank  notes  are  right. 
In  the  same  way  we  inay  check  the  money  columns,  the 
clearing  columns,  &c.  Thus,  when  the  trial  balance  is 
wrong,  we  can  check  these  items  separately,  and  thus 
more  readily  discover  the  error.  Without  this  expedient 
we  should  have  to  "mark  off"  the  whole  business  of  the 
day. 
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It  will  be  observed  that  the  above  Waste-Books  refer 
only  to  receipts  and  payments  on  current  accounts.  All 
other  receipts  and  payments  are  entered  in  a  Supplemen- 
tary-Receipt-Book  and  a  Supplementary-Paid-Book.  These 
books  are  ruled  in  the  same  way  as  the  other  Waste- 
Books,  and  they  embody  entries  in  connection  with  de- 
posit receipts,  received  or  paid,  credits  or  debits  to  interest 
accounts,  debits  to  salaries,  taxes,  incidental  accounts,  &c. 
&c.  All  these  items  are  then  entered  in  the  Day-Book, 
from  whence  they  are  posted  into  the  General-Ledger.  A 
book  is  also  provided,  usually  called  a  Transfer-Book,  in 
which  are  entered  all  the  cheques  on  the  bank  paid  in  by 
other  customers,  as  these  merely  cause  a  transfer  of  the 
amount  from  one  customer  to  another. 

Books  which  are  designed  chiefly  as  registries  or  sum- 
maries should  be  kept  on  the  horizontal  system.  Thus,  a 
London  bank  which  keeps  an  account  with  the  Bank  of 
England,  will  have  to  lodge  to  its  credit  notes,  gold,  silver, 
post-bills,  cheques,  dividend  warrants,  &c. 

To  keep  a  registry  of  this,  a  book  may  be  opened  hori- 
zontally— the  first  column  at  the  left  hand  being  the  date; 
then  the  articles  entered  over  separate  columns,  at  the  top 
of  the  page ;  afterwards  a  column  for  the  total  amount  of 
all  these  items — then  a  credit  column  for  the  cheques 
drawn  each  day — and  then  the  daily  balance.  If  this  book 
be  made  of  such  a  size  as  to  contain  about  thirty  lines,  then 
each  page  will  contain  the  transactions  of  a  month.  And, 
by  adding  up  the  columns,  the  figures  at  the  bottom  of  the 
page  will  show  the  separate  amounts  of  notes,  gold,  silver, 
&c.,  paid  into  the  Bank  of  England  in  the  course  of  a 
month.  By  comparing  the  different  pages,  it  will  be  seen 
on  what  months  the  largest  or  the  smallest  sums  are  paid 
into  the  bank. 

In  constructing  Tables  it  is  also  best  to  follow  the  hori- 
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zontal  system.  Thus,  to  keep  a  record  of  the  weekly 
returns  of  the  Bank  of  England,  it  is  best  to  arrange  the 
items  into  columns,  with  the  heading  at  the  top  of  each 
column — the  first  column  containing  the  dates  of  the 
several  returns.  It  will  then  be  easy  to  trace  the  fluctua- 
tions in  any  one  item ;  such,  for  instance,  as  the  "  Public 
Deposits,"  "the  Private  Deposits,"  "the  Best,"  &c.  &c. 
Some  of  the  Eeturns  published  in  the  Appendix  to  the 
Parliamentary  Evidence  of  1847  have  been  arranged  on 
this  principle. 

We  will  now  notice  some  further  improvements  that  have 
sometimes  been  adopted  by  large  banks  in  their  system  of 
book-keeping.  The  great  object  of  all  these  improvements 
is,  as  we  have  already  mentioned,  either  to  save  time 
directly,  in  making  the  entries,  or  indirectly,  by  preventing 
or  discovering  errors.  These  are — 

1.  The  abolition  of  the  Discount-Register.     Here  the 
bills  are  entered  at  once  in  the  Discount-Ledger,  under  the 
names  of  the  respective  parties  for  whom  they  are  dis- 
counted; and  the  total  amount  of  bills  discounted  each  day 
is  entered  in  the  Day-Book  from  the  Interest-Book,  which 
contains  the  calculations  of  discount.     The  only  objection 
to  this  plan  is,  that  the  space  in  the  Discount-Ledger  does 
not  admit  of  so  full  a  description  of  the  bill  as  is  usually 
given  in  the  Discount-Register.     The  Bill-Register  is  also 
abolished  in  the  same  way. 

2.  The  adoption  of  a  Check-Ledger  facilitates  the  dis- 
covery of  errors,  and  thus  diminishes  the  time  employed  in 
searching  for  them.     Though  this  book  is  called  a  Check- 
Ledger,  it  is  not  kept  ledger- wise.    It  is  ruled  with  a  cash 
column  on  each  side  the  page.     In  the  column  opposite 
your  left  hand  you  enter,  from  the  cheques  themselves,  all 
the  cheques  paid  during   the   day.     In  the  right-hand 
column  you  enter,  from  the  Received-TVaste-Books,  all  the 
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credits  of  the  day.  When  you  add  up  these  two  columns, 
they  will  of  course  agree  with  the  amounts  of  the  Paid- 
"VVaste-Book  and  the  Keceived- Waste-Book.  Thus  the 
accuracy  of  the  Check-Ledger  is  insured.  Now,  where  the 
balances  of  the  Current-Account-Ledger  are  checked  every 
week,  you  employ  the  Check-Ledger  to  test  their  accuracy 
in  this  way.  If  to  the  amount  of  the  balances  of  the 
Current-Account-Ledger  last  week,  you  add  the  total 
credits  entered  in  the  Check-Ledger  during  the  week,  and 
deduct  the  total  debits  entered  in  the  Check-Ledger  during 
the  week,  the  remainder  will  show  the  total  amount  of  the 
balances  of  the  Current-Account-Ledger  for  the  present 
week.  Each  Current- Account-Ledger  will  have  a  Check- 
Ledger,  and  thus  each  Ledger  will  be  checked  separately, 
so  that  when  the  total  balance  is  wrong,  it  will  at  once  be 
seen  in  which  Ledger  the  error  has  occurred. 

Time  is  sometimes  lost  by  a  clerk  taking  up  the  wrong 
book — opening  it,  putting  it  down,  and  then  taking  up  the 
right  one.  A  cashier,  for  instance,  will  sometimes  take  up 
the  Paid- Waste-Book  instead  of  the  Eeceived- Waste- 
Book.  To  prevent  this,  the  two  books  may  have  covers  of 
different  colours — one  white,  the  other  green.  Time  may 
be  lost  by  two  clerks  wanting  the  same  book  at  the  same 
time.  The  ledger-keeper  may  want  to  post  from  the 
Eeceived- Waste-Book  when  the  cashier  is  using  it.  To 
prevent  this,  there  may  be  two  sets  of  Waste-Books — one 
for  Mondays,  Wednesdays,  and  Fridays,  and  the  other  for 
Tuesdays,  Thursdays,  and  Saturdays ;  and,  to  prevent 
mistakes,  the  names  of  the  days  should  be  written  in  large 
letters  on  the  covers  of  the  books. 

IV.  We  will  now  make  a  comparison  between  the  system 
of  Book-keeping  practised  by  Merchants  and  that  practised 
by  Bankers. 
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The  merchants  have  their  Waste-Book,  Journal,  Ledger. 
The  bankers  have  their  Waste-Book,  Day-Book,  Ledger. 

In  both  cases  the  Waste-Book  is  the  book  in  which 
transactions  are  first  entered.  But  this  book  is  capable  of 
subdivision  :  it  contains  a  record  of  various  transactions, 
some  of  which  may  be  entered  in  separate  books.  Bankers 
have  their  Received,  Paid,  and  Supplementary  Waste- 
Books  ;  also  their  Deposit-Receipt-Book,  Discount-Regis- 
ters, and  other  books  subsidiary  to  the  Waste-Book.  So 
merchants  have  their  Waste-Books  subdivided  into  various 
books,  according  to  the  nature  of  the  transactions.  There 
is  the  Invoice-Book,  containing  an  account  of  all  goods 
purchased ;  the  Sales-Book,  containing  an  account  of  all 
goods  sold  ;  a  book  for  "  Bills  Receivable,"  containing  a 
list  of  all  bills  in  the  merchant's  hands,  which  when  due 
he  will  receive ;  another  for  bills  payable,  containing  a  list 
of  all  bills  he  has  accepted,  and  which  when  due  he  will 
have  to  pay ;  a  Cash-Book,  containing  an  account  of  all 
cash  he  receives  or  pays  away ;  and  several  others,  varying 
according  to  the  character  and  extent  of  the  business. 
Now  all  these  subdivisions  of  the  merchant's  Waste-Book 
resemble  those  of  the  banker's  in  two  things  : — first,  they 
are  all  kept  chronologically — they  contain  a  record  of  the 
transactions  in  the  order  of  time  in  which  they  occurred ; 
and,  secondly,  all  the  transactions  thus  recorded  must 
afterwards,  upon  the  system  of  double  entry,  pass,  either 
individually  or  in  totals,  through  the  book  which  merchants 
call  a  Journal,  and  bankers  call  a  Day-Book. 

The  words  "  Journal  "  and  "  Day-Book  "  have  the  same 
meaning,  and  in  this  instance  the  use  of  the  two  books  is 
similar.  But  in  the  merchant's  Journal  individual  trans- 
actions may  be  entered,  while  in  the  banker's  Day-Book 
they  are  always  entered  in  totals.  Thus  the  total  amount 
of  "  Bills  Discounted,"  and  the  total  amount  of  credits 
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and  payments  on  current  accounts,  are  entered  in  the  Day- 
Book,  but  not  the  individual  items.  Another  difference  is, 
that  over  each  entry  in  the  merchant's  Journal  you  state 
to  what  account  it  is  to  be  posted ;  for  every  entry  is  posted 
to  two  accounts — to  the  debit  of  one  account,  and  to  the 
credit  of  the  other.  And  this  is  denoted  by  Dr.  being 
placed  before  the  name  of  the  account  to  be  debited.  Thus, 
if  a  merchant  buys  some  goods  for  ready  money,  the  journal 
entry  is  preceded  by — 

Goods  Dr.  to  Cash ; 

implying  that  the  account  "  Goods  "  is  to  be  debited,  and 
the  account "  Cash  "  to  be  credited.  On  the  other  hand,  if 
he  sells  goods  for  ready  money,  the  transaction  will  be  jour- 
nalized thus  : — 

Cash  Dr.  to  Goods. 

If  he  sells  goods  upon  credit  to  John  Brown,  it  will  be — 

John  Brown  Dr.  to  Goods. 

If  he  sells  goods  for  a  bill  of  exchange,  it  will  be — 
Sills  receivable  Dr.  to  Goods. 

If  he  sends  goods  abroad,  as  a  speculation,  in  the  ship 
Adventure,  he  may  raise  an  account  for  the  ship,  and 

say — 

Ship  Adventure  Dr.  to  Goods. 

The  entries  in  the  banker's  Day-Book  are  made  daily, 
but  the  entries  in  the  merchant's  Journal  are  generally 
made  once  a  month. 

THE  LEDGER. — We  have  stated  that  in  the  merchant's 
Ledger  every  entry  is  made  twice — one  account  being 
debited,  and  another  credited — and  these  two  accounts  are 
indicated  in  the  Journal.  This  is  what  is  called  book- 
keeping by  double  entry.  If  it  be  asked,  whether  bankers 
keep  their  books  by  double  entry  ? — the  answer  is,  that 
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those  bankers  who  have  no  General-Ledger  (and  this  ia 
the  case  with  not  a  few  of  the  private  bankers)  do  not 
keep  their  books  by  double  entry.  The  Current- Account- 
Ledger  is  not  kept  by  double  entry.  It  contains  none  but 
personal  accounts,  and  its  accuracy  is  tested  only  by  the 
periodical  balancings.  The  banker's  Ledger,  which  cor- 
responds in  this  respect  with  the  merchant's  Ledger,  is 
not  the  Current- Account-Ledger,  but  the  General- Ledger. 
This  is  kept  by  double  entry.  In  a  ledger  kept  by  double 
entry,  the  sum  of  all  the  debit  balances  will  be  equal  to  the 
sum  of  all  the  credit  balances  ;  and  the  sum  of  all  the  debit 
amounts  will  be  equal  to  the  sum  of  all  the  credit  amounts. 
When  this  is  not  the  case  there  is  an  error  in  some  of  the 
accounts.  This  is  the  case  with  the  banker's  General- 
Ledger.  But,  as  the  transactions  are  not  posted  indivi- 
dually, but  only  in  totals,  the  double  entry  does  not  appear 
on  the  face  of  the  accounts.  Thus,  if  a  bill  be  discounted 
for  a  customer,  and  the  amount  placed  to  the  credit  of  his 
current  account,  the  Journal  entry,  on  the  principle  of 
mercantile  book-keeping,  would  stand  thus  : — 

Sills  Discounted  Dr.  to  Current  Accounts. 

But  the  bill  discounted  is  placed  to  the  debit  of  the  account 
of  "  Bills  Discounted,"  in  a  total  of  all  the  bills  discounted 
on  that  day.  And  the  amount  is  placed  to  the  credit  of 
Current  Accounts,  in  the  total  of  all  the  sums  received  to 
the  credit  of  Current  Accounts  on  that  day.  Thus,  the 
"  double  entry,"  though  equally  real,  is  not  so  apparent  as 
though  the  transactions  were  posted  individually. 

So,  again,  if  a  country  banker  should  discount  a  bill, 
and  the  customer  ask  for  a  draft  on  his  agent  in  London,, 
the  Journal  entry,  on  the  commercial  system,  would  stand 
thus : — 

Bills  Discounted  Dr.  to  Drafts  on  London. 
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It  would  go  to  the  debit  of  "  Bills  Discounted,"  in  the 
total  of  all  the  bills  discounted  that  day,  and  it  would  go 
to  the  credit  of  "  Drafts  on  London,"  in  the  total  of  all 
the  drafts  on  London  issued  on  that  day. 

The  accounts  in.  a  merchant's  Ledger  are  usually  classi- 
fied into  Personal  Accounts,  Eeal  Accounts,  and  Profit  and 
Loss  Accounts.  The  Personal  Accounts  are  the  accounts 
of  persons  who  may  owe  the  merchant  money,  or  to  whom 
he  may  owe  money.  The  Eeal  Accounts  are  accounts  de- 
noting property,  such  as  cash,  bills  receivable,  bills  pay- 
able, merchandise,  ship  adventure,  &c.  The  Profit  and 
Loss  accounts  are  rent,  commissions,  expenses,  and  all 
other  accounts  which  are  ultimately  transferred  to  the 
debit  or  the  credit  of  the  Profit  and  Loss  Account. 

The  banker's  General-Ledger  has  no  Personal  Accounts, 
as  these  are  all  kept  in  the  Current- Account-Ledger.  The 
usual  accounts  are  those  I  have  enumerated  in  page  69, 
and  are  all  either  Real  Accounts  or  Profit  and  Loss 
Accounts. 

It  would  be  possible  (but  not  desirable)  to  introduce 
all  the  Personal  Accounts  into  the  banker's  General- 
Ledger,  and  thus  to  form  the  Cur  rent- Account-Ledger  and 
the  General-Ledger  into  one,  and  keep  the  whole  by  double 
entry.  In  this  case  we  should  omit  the  totals  of  Current 
Accounts,  now  introduced  into  the  General-Ledger,  and 
insert  every  transaction  individually.  If  John  Brown 
drew  a  cheque  on  the  bank,  the  Journal  entry  would  stand 
thus : — 

John  Brown  Dr.  to  Cash. 

And  if  he  paid  in  money  to  his  credit,  the  Journal  entry 
would  stand  thus  : — 

Cash  Dr.  to  John  Brown. 

All  the  entries  passed  to  the  Dr.  and  Cr.  of  these  Personal 
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Accounts  would  of  course  pass  to  the  Cr.  and  Dr.  of  Cash. 
Indeed,  all  the  entries  to  the  Dr.  and  Cr.  of  Cash  would 
be  the  same  as  are  now  made  in  the  Check- Ledger,  except 
that  the  debtor  column  would  be  called  creditor,  and  the 
creditor  column  would  be  called  debtor.  By  the  use  of 
such  a  Check-Ledger  as  we  have  described,  page  89  (for 
there  are  various  kinds  of  Check-Ledgers),  the  Current 
Accounts  are  virtually  kept  by  double  entry  ;  and  we  have 
the  additional  advantage  that,  when  there  are  more  than 
one  Ledger,  we  are  enabled  to  check  each  Ledger  sepa- 
rately. 

To  accountants  in  banks  where  a  General-Ledger  is  not 
kept,  it  appears  strange  that  "  Cash  "  should  be  credited 
for  money  which  is  paid  aicay  and  debited  for  money  which 
is  received.  But  this  strangeness  will  vanish,  if  for  the 
word  "  Cash "  they  would  fix  in  their  mind  the  word 
"  Cashier."  If  they  had  an  account  with  a  cashier,  they 
would  of  course  debit  him,  as  they  do  their  banker,  for  all 
moneys  they  paid  into  his  hands,  and  credit  him  for  all 
moneys  they  drew  out.  And  the  difference  between  the 
amounts  of  these  debits  and  credits  would  be  the  balance 
either  in  their  favour  or  against  them. 

In  thus  comparing  the  commercial  and  the  banking 
systems  of  book-keeping,  I  have  hitherto  supposed  that 
all  merchants  keep  their  books  by  double  entry.  But  this 
is  not  always  the  case  with  the  smaller  houses.  And  then 
their  system  more  nearly  resembles  the  system  of  those 
bankers  who  do  not  keep  a  General-Ledger. 

'•  In  keeping  books  by  single  entry,  the  Daily-Books  are 
kept  in  the  same  manner  as  in  double  entry,  with  the  ex- 
ception of  a  column  of  reference  to  the  Ledger  in  each 
book,  which  takes  the  place  of  a  column  of  reference  in  the 
Journal — this  book  being  dispensed  with.  The  entries  are 
posted  directly  from  the  Daily-Books  into  the  Ledger.  In 
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tlie  Ledger,  by  single  entry,  strictly  speaking,  there  ought 
to  be  only  one  kind  of  accounts;  namely,  Personal 
Accounts,  including  all  persons  to  whom  a  merchant  be- 
comes indebted,  and  all  persons  who  become  indebted  to 
him."  i 

It  will  be  seen  from  this  account,  that,  in  mercantile 
book-keeping  by  single  entry,  the  merchant's  Ledger 
resembles  the  Current-Account-Ledger  of  the  banker.  In. 
single  entry  the  merchant  dispenses  altogether  with  his 
Journal ;  but  the  banker  usually  retains  his  Day-Book, 
even  when  he  does  not  keep  a  General-Ledger.  But,  in 
this  case,  the  Day-Book  contains  only  the  debits  and 
credits,  individually,  of  the  Current  Accounts,  which  are 
posted  afterwards  into  the  Current-Account-Ledger.  In. 
the  horizontal  system,  as  we  have  stated,  the  debits  and 
credits  of  the  current  accounts  are  not  entered  individually 
in  the  Day-Book,  but  the  total  amounts  are  taken  from 
the  Paid  and  Received-Waste-Books. 

«*  Wallace's  Pocket  Guide  to  Commercial  Book-Kecping." 
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SECTION  XXVII. 

BAXKIXG-    DOCUMENTS. 

T)  Y  banking  documents  I  mean  prospectuses,  applica- 
^-*  tions  for  shares,  letters  of  allotment,  deeds  of  settle- 
ment, certificates  of  shares,  deeds  of  transfer  of  shares, 
notices  of  calls  for  further  payment  on  shares,  &c.,  bonds 
of  security  by  managers  and  clerks,  declarations  of  secrecy 
by  the  same,  agreements  with  reference  to  lodgment  of 
deeds  as  security,  cash  credit  bonds,  letters  of  guarantee 
for  the  due  payment  of  bills  not  endorsed  by  the  person 
discounting  same,  or  for  the  due  payment  of  bills  dis- 
counted to  a  third  party,  or  for  the  due  repayment  of 
loans. 

I.  Forms  of  those  documents  above  enumerated,  used 
in  the  formation  of  a  joint-stock  bank,  vary  so  greatly  at 
the  discretion  of  promoters  and  solicitors  that  it  is  not 
expedient  to  reproduce  them  here.  Such  forms  are,  however, 
easily  obtainable. 

When  any  persons  propose  to  form  a  joint-stock  bank  in 
any  district,  they  procure  the  statistical  returns  of  the 
district ;  such  as  the  tables  of  the  population — the  exports 
and  imports — the  duties  paid — the  returns  of  the  sales  in 
the  various  markets — and  every  other  information  respect- 
ing the  trade  and  wealth  of  the  district.  If  these  prove 
satisfactory,  they  take  notice  of  the  banks  already  esta- 
blished there,  and  observe  whether  they  are  joint-stock 
banks  or  private  banks — whether  strong  or  weak — and 
whether  likely  to  oppose  or  to  join  any  new  establishment. 
If  the  existing  banks  be  joint-stock  banks,  the  projectors 

II.  H 
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procure  from  the  stamp- office  a  list  of  the  shareholders,  in 
order  to  observe  the  strength  of  their  proprietary,  and 
whether  they  reside  chiefly  in  the  district. 

Having  satisfied  themselves  that  a  new  bank  would  be 
successful,  the  first  document  drawn  up  is  a  prospectus. 
This  document  usually  sets  forth  the  great  advantage  of 
joint-stock  banking  to  both  the  public  and  the  share- 
holders, and  then  points  out  the  facilities  of  the  district 
in  which  the  bank  is  proposed  to  be  established. 

Previous  to  issuing  the  prospectus,  some  leading  persons 
in  the  district  are  requested  to  become  members  of  a 
provisional  committee  for  the  formation  of  the  bank,  and 
they  obtain  the  assistance  of  an  influential  solicitor,  to 
whose  office  the  applications  for  shares  are  usually  ad- 
dressed. The  committee  then  appoint  a  secretary,  QT 
sometimes  the  office  of  secretary  is  filled  by  the  solicitor. 

Attached  to  the  prospectus  is  the  form  of  an  application 
for  shares. 

As  the  applications  come  in,  they  are  entered  in  a  book 
prepared  for  the  purpose.  In  the  first  column  is  entered 
the  date  of  the  application ;  then  follow  the  name,  profes- 
sion, and  residence  of  the  applicant ;  then  the  number  of 
shares  applied  for,  and  in  a  farther  column  the  number  of 
shares  granted.  After  the  committee  have  determined 
what  number  of  shares  to  allot  to  each  applicant,  letters 
are  addressed  to  the  respective  parties. 

After  the  sums  to  be  paid  up  have  been  received,  a 
general  meeting  of  the  shareholders  is  called,  when  the 
provisional  committee  make  a  report  of  their  proceedings. 
Resolutions  are  then  passed. — 1.  That  the  report  be  re- 
ceived and  printed. — 2.  That  certain  shareholders  then 
named  be  appointed  directors.  The  bank  is  now  formed, 
and  the  government  is  assumed  by  the  directors.  They 
appoint  the  manager  and  other  officers  ;  they  prepare,  the 
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deed  of  settlement ;  and  they  adopt  the  measures  necessary 
for  the  commencement  of  business. 

II.  I  shall  now  notice  those  documents  that  are  used 
after  a  bank  is  established,  and  are  requisite  in  the  ordinary 
course  of  business. 


I. — Bonds  of  Security  by  Managers  and  Clerks. 

At  the  time  the  first  editions  of  this  work  were  issued, 
bonds  of  security  for  the  officers  and  others  were  entered 
into  by  themselves  personally,  and  by  two  or  three  sureties, 
either  jointly  or  severally,  for  a  specified  amount,  which 
amount  was  assessed  in  accordance  with  the  importance 
and  responsibility  of  the  duties  to  be  discharged.  These 
bonds  had  for  their  general  object  the  guarantee  of  the 
fidelity  and  honest  conduct  of  such  officers.  But  as  of  late 
years  associations  have  been  instituted  for  the  special 
purpose  of  guaranteeing  banks  and  other  companies  against 
loss  sustained  through  the  dishonest  or  faithless  conduct 
of  their  servants,  it  is  not  now  customary  for  bank- 
require  two  personal  sureties  from  their  officers,  although  it 
is  still  customary  to  require  a  personal  bond  from  each. 
Indeed,  the  advantages  afforded  by  the  guarantee  of  a 
public  company  over  that  of  private  individuals  are  so 
obvious,  that  banks  almost  invariably  prefer  that  of  the 
former.  There  are  now  guarantee  and  suretyship  associa- 
tions in  London  and  elsewhere  ;  and  as  their  charges  are 
on  the  whole  so  moderate,  and  as  they  never  refuse  to 
entertain  any  application  by  any  individual  of  ordinary 
integrity,  there  is  every  inducement  for  every  bank  officer 
to  seek  the  intervention  of  such  associations  rather  than 
trouble  private  friends. 

It  has  also  become  a  common  practice  with  large  banks 
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(see  p.  16)  to  inaugurate  guarantee  funds  of  their  own,  thus 
obviating  the  necessity  on  the  part  of  their  employes  of 
applying  to  personal  friends  or  to  the  guarantee  societies. 
It  has  been  said  that  the  charges  of  the  latter  are  on  the 
•whole  moderate,  but  still,  as  they  remain  the  same  from  year 
to  year,  they  are  extravagant  as  compared  •with  the  rates 
charged  by  banks  who  have  guarantee  funds  of  their  own, 
and  whose  sole  object  is,  not  to  make  profits,  but  to  pro- 
tect themselves  at  the  least  possible  cost  to  their  employes. 
It  is  usual  in  establishing  a  fund  of  this  kind  to  institute 
it  by  a  resolution  of  the  board  of  directors,  who  also  frame 
rules  for  its  regulation.  It  is  made  compulsory  upon  every- 
one in  the  service  of  the  bank  to  subscribe  to  the  fund. 
The  directors  take  power  to  rate  every  officer  at  such  a 
sum  as  from  time  to  time  they  shall  see  fit.  The  contri- 
butions on  such  rating  vary  in  different  establishments — 
in  some  it  is  as  low  as  2s.  6d.  per  cent.,  and  in  others  as 
high  as  5s.  And  in  order  to  give  solidity  to  the  fund  in 
its  infancy,  it  is  usual  for  the  directors  to  grant  a  contri- 
bution of  .£400  or  ,£500  per  annum  for  the  first  four  or 
five  years.  In  some  instances,  it  is  usual  for  the  bank 
itself  to  pay  the  subscriptions  of  those  officers  whose 
salaries  do  not  exceed  a  certain  limit — say  .£50.  The 
account  of  the  fund  is  credited  with  the  contributions 
and  debited  with  the  losses,  but  the  latter  only  to 
such  an  extent  as  the  individuals  causing  such  losses 
shall  have  been  rated  at.  "When  the  balance  of  the 
fund  reaches  a  certain  amount — an  amount  which  in 
the  opinion  of  the  directors  shall  be  sufficient  to  cover 
all  possible  contingencies  of  loss,  say  ,£10,000,  then  the 
older  contributors  may  safely  be  relieved  from  all  further 
contributions,  so  long,  at  least,  as  the  maximum  balance  of 
the  fund  shall  remain  intact.  Should  the  balance  be 
reduced  by  losses,  then  those  contributors  who  may  have 
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been  relieved,  may  be  again  required  to  contribute  until 
the  balance  be  again  made  up.  It  is  the  rule  in  some 
banks  to  draw  the  line  of  relief  at  those  contributors  who 
may  have  subscribed  to  the  fund  an  aggregate  amount  of  =£'1 
per  cent,  on  the  highest  sum  at  which  they  may  at  any  time 
have  been  rated.  Experience  has  shown  that  such  a  sum  as 
.£10,000  is  ample  to  maintain  as  a  permanent  balance,  and 
when  the  balance  exceeds  that  sum,  it  is  customary,  in 
addition  to  exempting  the  older  contributors,  to  transfer 
the  surplus  to  the  credit  of  another  fund  for  the  benefit 
of  former  contributors,  or  their  widows,  or  other  depen- 
dents in  needy  circumstances,  or  otherwise. 

II. — Declarations  of  Secrecy. 

The  following  is  a  form  for  the  officers,  who,  in  some 
establishments,  are  required  to  sign  it  annually. 

We,  the  undersigned  persons,  being  respectively  mana- 
gers, accountants,  cashiers,  tellers,  and  clerks  of  the 
Banking  Company,  do  severally  declare 
that  we  will  respectively,  faithfully,  honestly,  and  impar- 
tially discharge  the  several  duties  devolving  on  us  as  such 
managers,  accountants,  cashiers,  tellers,  and  clerks  as 
aforesaid,  according  to  the  directions  of  the  directors  of 
the  company,  and  any  laws  or  regulations  that  may  be 
made  by  them.  And  we  do  herebv  severally  pledge  our- 
selves, and  as  inviolably  as  if  we  had  taken  our  oaths 
thereto,  that  we  will  observe  the  strictest  secrecy  on  the 
subject  of  all  transactions  of  every  description  of  the 
company  with  their  customers  for  the  time  being,  or  with 
any  other  bodies  or  persons  whatever,  and  on  the  subject 
of  the  state  of  the  accounts  of  all  bodies  and  individuals, 
from  time  to  time,  having  accounts  with  the  said  company. 
Dated  this  day  of  18  . 
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III. — Memorandum  of  Agreement  with  reference  to  the 
lodgment  of  Deeds. 

Memorandum,  that  on  the         day  of  in  the  year 

of  our  Lord,  one  thousand  eight  hundred  and  , 

hath  delivered  to  at  their  office 

iu  in  the  county  of  ,  the  several 

title  deeds  and  documents  mentioned  and  comprised  in  the 
schedule  hereunto  annexed,  for  the  purpose  of  securing 
to  the  proprietors  in  the  said  banking  company  for  the  time 
being,  of  whomsoever  the  said  banking  company  may 
from  time  to  time  consist,  all  and  every  sum  and  sums  of 
money  which  shall  at  any  time  hereafter  be  due  or  owing 
from  on  the  balance  of  his  account 

current  with  the  said  banking  company  either  for  money 
paid  or  advanced,  or  to  be  paid  or  advanced,  by  the  said 
banking  company  unto  the  said  ,  or 

at  his  request,  or  which  shall  be  secured  by  any  bond  or 
bill  of  exchange  drawn  or  endorsed  by  the  said 

,  or  by  any  promissory  note  or  other  contract  what- 
soever, with  interest  for  the  same  respectively,  from  the 
several  times  at  which  they  respectively  shall  be  advanced, 
or  at  which  the  said  bonds,  bills,  notes,  or  other  contracts 
respectively  shall  become  due,  and  thenceforth,  until  pay- 
ment thereof  respectively  after  the  rate  of  per 
centum  per  annum,  with  commission  and  other  usual 
banker's  charges,  so  as  the  same  do  not  exceed  in  the 
whole  the  sum  of  pounds. 

And  the  said  doth  hereby  promise  and 

agree  with  and  to  the  said  banking  company,  that  he  the 
said  whenever  thereunto  required  by  the 

said  banking  company,  shall  and  will  effectually  convey 
and  assure  all  and  singular  the  hereditaments  and  pre- 
mises comprised  in  the  said  deeds  and  writings  unto  and 
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to  the  use  of  the  said  banking  company,  in  such  manner 
as  shall  be  lawfully  required  by  them,  free  from  incum- 
brances  ;  subject  nevertheless  to  redemption  on  payment 
by  the  said  of  such  sum  of  money  as  shall 

be  therein  expressed  to  be  secured  with  interest  in  manner 
aforesaid.  And  in  the  said  indenture  of  mortgage  shall 
be  contained  all  usual  clauses  and  covenants,  with  power 
of  sale  in  case  default  shall  be  made  in  payment  of  the 
principal  and  interest  to  be  thereby  secured  or  any  part 
thereof.  As  witness  the  hand  of  the  said 

the  day  and  year  first  above  written. 
(The  Schedule  above  referred  to.) 


Form  of  Letter 

To  le  signed  by  a  Party  lodging  Deeds  or  other  Documents  as 
Security  for  Advances  of  Money. 

(I-) 

To  the  Directors  of  the  Banking  Company. 

Gentlemen, 

I  have  sent  you  the  title  deeds  and  other  writings 
relating  to  my  several  freehold  and  copyhold  estates  and 
properties  in  or  near  in  the  county  of  , 

and  which  documents  I  hereby  declare  are  deposited  with 
you  as  a  security  for  all  sums  of  money  now  or  hereafter 
to  become  due  from  me  either  solely  or  jointly  with 
others  to  the  said  banking  company,  either  upon  bank- 
ing account  or  in  any  other  manner  howsoever  (including 
interest,  commission,  and  all  other  usual  banking  charges), 
and  I  hereby  engage  upon  request  to  execute  to  you  a 
mortgage  of  the  said  tenements  and  premises  for  the 
better  securing  the  said  sum  or  sums  of  money  intended 
to  be  hereby  secured,  such  mortgage  to  contain  a  power 
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of  sale,  and  all  other  usual  covenants,  and  to  be  at  my 
expense. 

I  am,  &c., 

(2.) 
Gentlemen, 

In  consideration  of  the  loans  advances  or  discounts 
which  may  be  made  to  me  or  upon  my  request,  by  you, 
I  hereby  charge  all  or  any  title  deeds  or  other  property 
belonging  to  me  which  I  may  place  or  leave  in  your  hands 
with  the  repayment  of  all  such  loans  advances  or  dis- 
counted bills  together  with  all  costs  interest  and  charges 
thereon ;  and  I  hereby  undertake  to  make  an  assignment 
by  way  of  mortgage  with  power  of  sale  whenever  called 
upon  to  do  so,  of  the  property  which  I  may  or  shall 
be  entitled  to  under  such  title  deeds. 

I  am,  &c., 


(3.) 

Gentlemen, 

Having  this  day  borrowed  from,  you  the  sum  of 
upon  a  deposit  of  the  under-mentioned 
securities  which  sum  is  to  be  repaid  to  you  with  interest 
at  the  rate  of  per  cent,  per  annum  on  the 

next,  I  hereby  authorize  you  in  case  the  said  sum  of 

shall  not  be  repaid  as  aforesaid,  to  sell  the  said 
securities  or  any  part  thereof  whenever  you  may  think 
proper  so  to  do,  and  repay  yourselves  the  aforesaid  sum 
of  and  interest,  returning  to  me  the  surplus 

(if  any)  or  holding  it  for  my  account ;  and  in  the  event  of 
any  deficiency  I  hold  myself  responsible  to  you  and  the 
survivor  of  you  for  the  same. 

I  am,  &c., 
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IV.— Cash  Credit  Bonds. 

As  the  business  of  granting  cash  credits  is  more 
common  in  Scotland  than  in  England  or  Ireland,  it  will 
suffice  to  give  the  forms  of  such  bonds  as  used  by  one  of 
the  banks  in  the  former  country.  It  -prill  be  seen  that 
the  latter  part  has  a  reference  to  the  peculiar  law  of 
Scotland,  but  the  form  can  easily  be  adapted  for  the  use 
of  banks  established  in  England  in  such  cases  where  such 
banks  have  no  form  of  their  own : — 

F  mi  of  Bond  where  an  Individual  is  the  principal 

Obligant. 

AVe,  A.  B.,  of  ,  C.  D.,  of 

and  E.  F.,  of  ,  Considering  that  the  Direc- 

tors of  the  Bank  of  Scotland  have 

agreed  to  allow  us  credit  upon  an  Account  Current  or 
Cash  Account,  to  be  kept  in  the  books  of  the  said  Bank 
at  ,  to  the  amount  of 

sterling,  upon  our  granting  these  presents,  do  therefore 
hereby  bind  and  oblige  ourselves,  and  our  heirs,  executors, 
successors,  and  representatives  whomsoever,  without  the 
necessity  of  discussing  them  in  their  order,  all  jointly  and 
severally,  to  make  payment  on  demand,  at  any  time  after 
three  months  from  the  last  date  hereof,  to  the  said 

Bank  of  Scotland,  or  to  the  assignees  of  the 
said  Bank,  and  the  heirs  and  successors  whatsoever  of  such 
assignees,  of  the  said  sum  of  or  such 

part  or  parts  thereof  as  shall  at  any  time  be  due  upon  the 
said  Cash  Account,  with  Twenty  Pounds  sterling  of 
penalty  for  every  hundred  pounds  of  principal  in  case  of 
failure  in  payment,  and  proportionally  for  more  or  less, 
and  together  also  with  interest  of  the  principal  sum  or 
sums  which  may  be  due  on  the  said  account  from  the  re- 
spective times  of  the  advance,  as  appearing  in  the  stated 
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account  after-mentioned,  until  the  same  shall  be  repaid,  at 
the  rate  of  five  pounds  per  centum  per  annum,  or  at  such 
higher  rate  or  rates  as  shall  be  charged  by  the  said  Bank 
for  the  time  upon  their  advances  upon  Cash  Accounts  : 
Declaring  that  the  said  Bank  shall  have  power  to  fix  and 
to  alter  the  rate  of  interest  from  time  to  time  without 
notice  given  to  us  the  said  obligants,  or  to  of  us,  or 

our  foresaids :  And  it  is  hereby  declared,  that  the  sums  to 
be  placed  to  the  debit  of  the  said  Cash  Account  shall  in- 
clude not  only  all  sums  of  money  which  shall  be  advanced, 
or  shall  have  been  advanced  by  the  said  Bank  to 
the  said  upon  drafts  or  orders 

upon  the  said  Cash  Account,  or  upon  the  said 

Bank  of  Scotland,  or  the  manager  of  the  said 
Bank  for  the  time,  or  upon  the  manager  or  agent  of  the 
said  Bank  at  any  branch  office  of  the  said  Bank,  where  the 
said  Cash  Account  may  be  kept  at  the  time,  but  also  all 
other  advances  of  every  kind  which  the  said  Bank  at  any 
time  shall  make  or  become  responsible  for,  or  shall  have 
made  or  become  responsible  for,  to  or  on  account,  or  on 
the  credit  of  the  said  and 

generally  all  sums  which  the  said 

shall  at  any  time  be  owing  or  in  any  way  liable 
for  to  the  said  Bank ;  the  amount  of  all  which  debts  and 
liabilities  the  said  Bank  shall  be  entitled  at  any  time  to 
place  to  the  debit  of  the  said  Cash  Account ;  But  without 
prejudice  always  to  any  other  securities  held  or  that  may 
be  held  by  the  said  Bank  for  such  debts  and  liabilities, 
and  Declaring  that  it  shall  be  in  the  option  of  the  said 
Bank  to  charge  the  same  to  the  said  Cash  Account  or  not, 
as  the  directors  shall  think  fit ;  And  it  is  hereby  further 
declared,  that  the  said  Cash  Account  may  be  kept  at  any 
office  or  branch  of  the  said  Bank  of 

Scotland,  at  the  pleasure  of  the  directors ;  and  it  is  hereby 
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further  declared,  that  a  stated  Account  signed  by  the 
manager  or  accountant  of  the  said 

Bank  of  Scotland  at  Edinburgh,  or  by  any  of  their  clerks, 
or  by  any  of  the  agents  or  accountants  of  the  said  Bank 
at  any  branch  office  of  the  said  Bank  where  the  said  Cash 
Account  may  be  kept  at  the  time,  or  by  the  creditors  under 
these  presents  for  the  time,  shall  be  sufficient  to  ascertain 
and  constitute  a  balance  and  charge  against  us  and  our 
foresaids,  and  shall  also  sufficiently  ascertain  and  fix  the 
rate  or  rates  and  the  amount  of  interest  chargeable 
on  the  said  advances  -which  shall  have  been  made  to 
me  the  said  upon  the  said  Cash 

Account  as  aforesaid,  and  that  no  suspension  of  a  charge 
or  threatened  charge  for  payment  of  the  balance  so  ascer- 
tained, at  the  instance  of  us,  or  of  us  or  our  fore- 
saids shall  be  presented  or  passed,  except  on  consigna- 
tion of  the  sums  charged  for  or  claimed,  by  the  said  Bank. 
And  we  consent  to  registration  for  preservation  and  execu- 
tion.— In  -witness  whereof,  &c. 

Form  of  Bond  where  a  Firm  or  Company  arc  the  principal 
OHligants. 

We,  A.  B.,  of  ,  C.  D.,  of 

and  E.  F.,  of  ,  the  individual  partners  of 

the  Company  carrying  on  business  as  .. 

under  the  firm  of  B.  D.  and  F. ;  And  we,  G.  H.,  of 

,  and  I.  J.,  of  ,  consider- 

ing that  the  directors  of  the  Bank  of 

Scotland  have  agreed  to  allow  us  credit  upon  an  Account 
Current  or  Cash  Account,  to  be  kept  in  the  books  of  the 
said  Bank  at  ,  to  the  amount  of 

sterling,  upon  our  granting  these  presents  : 
Therefore  we,  the  said  A.  B.,  C.  D.,  and  E.  F.,  do  hereby 
bind  and  oblige  ourselves,  both  as  partners  of  the  said 
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Company,  and  as  individuals,  and  our  heirs,  executors, 
successors,  and  representatives  whomsoever,  without  the 
necessity  of  discussing  them  in  their  order,  and  also  the 
said  Company  of  ,  and  stock  and  pro- 

fits thereof,  and  we,  the  said  G.  H.  and  I.  J.  do  hereby 
bind  and  oblige  and  heirs,  execu- 

tors, successors,  and  representatives  whomsoever,  without 
the  necessity  of  discussing  them  in  their  order, — We  the 
said  obligants  and  our  foresaids  and  the  said  Company 
being  all  hereby  bound  jointly  and  severally, — to  make 
payment  on  demand,  at  any  time  after  three  months  from 
the  last  date  hereof,  to  the  said  Bank 

of  Scotland,  or  to  the  assignees  of  the  said  Bank,  and  the 
heirs  and  successors  whatsoever  of  such  assignees,  of  the 
said  sum  of  ,  or  such  part  or  parts 

thereof  as  shall  at  any  time  be  due  upon  the  said  Cash 
Account,  with  Twenty  Pounds  Sterling  of  penalty  for  each 
hundred  pounds  of  principal,  in  case  of  failure  in  payment, 
and  proportionally  for  more  or  less,  And  together  also  with 
interest  of  the  principal  sum  or  sums  which  may  be  due 
on  the  said  Account,  from  the  time  or  respective  times  of 
the  advance,  as  appearing  in  the  stated  Account  after  men- 
tioned, until  the  same  shall  be  repaid,  at  the  rate  of  Five 
pounds  per  centum  per  annum,  or  at  such  higher  rate  or 
rates  as  shall  be  charged  by  the  said  Bank  for  the  time 
upon  their  advances  on  Cash  Accounts  :  Declaring  that 
the  said  Bank  shall  have  power  to  fix  and  to  alter  the  rate 
of  interest  from  time  to  time  without  any  notice  given  to 
us  the  said  obligants,  or  to  any  of  us,  or  to  the  said  Com- 
pany :  And  it  is  hereby  declared  that  the  sums  to  be 
placed  to  the  debit  of  the  said  Cash  Account  shall  include 
not  only  all  sums  of  money  which  shall  be  advanced  or 
shall  have  been  advanced  by  the  said  Bank  to  the  Company 
of  upon  their  drafts  or  orders  upon  the 
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Cash  Account,  or  upon  the  said  Bauk  of 

Scotland,  or  the  manager  of  the  said  Bank  for  the  time, 
or  upon  the  manager  or  agent  of  the  said  Bank  at  any 
branch  office  of  the  said  Bank  where  the  said  Cash  Account 
may  be  kept  at  the  time,  but  also  all  other  advances  of 
every  kind  which  the  said  Bank  at  any  time  shall  make  or 
become  responsible  for,  or  shall  have  made  or  become 
responsible  for,  to  or  on  account,  or  on  the  credit  of  the 
Company  of  and  generally  aH  sums 

which  the  Company  of  shall  at  any 

time  be  owing  or  in  any  way  liable  for  to  the  said  Bank ; 
the  amount  of  all  which  debts  and  liabilities  the  said 
Bank  shall  be  entitled  at  any  time  to  place  to  the  debit  of 
the  said  Cash  Account ;  But  without  prejudice  always  to 
any  other  securities  held  by  the  said  Bank  for  such  debts 
and  liabilities,  and  Declaring  that  it  shall  be  in  the  option 
of  the  said  Bank  to  charge  the  same  to  the  said  Cash 
Account  or  not,  as  the  said  Bank  shall  think  fit ;  And  de- 
claring also  that  the  said  Cash  Account  may  be  kept  at 
any  office  or  branch  of  the  said  Bank  of 

Scotland  at  the  pleasure  of  the  Bank ;  And  it  is  hereby 
specially  provided  and  declared,  that  although  any  chai._ 
rnay  take  place  in  the  copartnery  of 

as  at  present  existing,  by  the  expiry  or  other  determina- 
tion of  the  existing  contract  of  copartnery,  or  by  the  death 
or  retirement  of  the  present  partners,  or  of  them,  or 

by  the  assumption  of  new  partners  or  otherwise,  we,  the 
said  obligants  and  the  said  Company  of 
shall  still  remain  bound  jointly  and  severally  to  the  said 
Bank  and  their  foresaids  for  the  said  sum  of 
or  such  part  or  parts  thereof  as  the  said  Bank  shall  at  any 
time  advance  or  become  responsible  for,  or  shall  have  ad- 
vanced or  become  responsible  for,  as  aforesaid,  to  or  on 
account  or  on  the  credit  of  the  surviving  and  continuing 
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partner  of  the  present  copartnery  under  the  said 

firm  of  or  to  or  on  account  or  on  the 

credit  of  any  copartnerj  carrying  on  business  under  that 
firm  of  which  we  the  said  or 

of  us  shall  be  partners  or  a  partner,  or  to  or  on  account  or 
on  the  credit  of  any  person  or  persons,  or  any  copartnery 
(whether  we  or  of  us  shall  be  partners  or  a  partner 

in  such  copartnery  or  not)  who  shall  carry  on  business 
under  that  firm,  and  shall  deal  with  the  said  Bank  in  con- 
tinuation of  the  account  and  dealings  of  the  present  or  any 
other  previous  copartnei'y  under  that  firm,  or  as  in  the 
place  of  the  present  or  any  other  previous  copartnery,  with 
interest  and  penalty  as  aforesaid,  and  generally  for  all  the 
debts  and  liabilities  of  any  such  person  or  persons  or 
co-partnery  to  the  said  Bank,  so  far  as  the  same  may  be 
charged  to  the  said  account,  as  aforesaid;  but  without 
prejudice  to  the  claims  of  the  said  Bank  against  the  other 
partners  of  any  such  copartnery,  or  any  other  person  or 
persons  who  may  be  bound  or  liable  for  the  same  :  It 
being  hereby  expressly  stipulated  and  agreed  that  such 
surviving  and  continuing  partner  of  the  pre- 

sent copartnery,  or  any  such  new  or  altered  copartnery  as 
aforesaid,  shall  be  entitled  to  operate  under  the  said  firm 
on  the  said  Cash  Account,  and  that  the  obligations  herein 
contained,  and  the  security  constituted  by  these  presents, 
are  and  shall  be  applicable  to  all  the  debts  and  liabilities 
to  the  Bank  of  the  person  or  persons  or  copartnery  entitled 
so  to  operate  under  this  provision  and  declaration,  as  well 
as  to  all  the  debts  and  liabilities  to  the  Bank  of  the  said 
copartnery  of  as  now  constituted,  so 

long  as  the  said  credit  shall  be  continued  by  the  said  Bank, 
or  until  notice  shall  have  been  given  by  some  one  or  more 
of  the  obligants  under  these  presents  to  the  manager, 
or  secretary,  or  accountant  of  the  said  Bank  in  Edin- 
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burgh,  that  their  liability  for  any  such  copartnery  is  to 
cease;  And  it  is  hereby  further  declared  that  a  stated 
account,  signed  by  the  manager,  or  secretary,  or  ac- 
countant of  the  said  Bank  of  Scotland 
in  Edinburgh,  or  by  any  of  the  agents  or  accountants  of 
the  said  Bank  at  any  branch  office  of  the  Bank  where  the 
said  Cash  Account  may  be  kept  at  the  time,  shall  be  suffi- 
cient to  ascertain  and  constitute  a  balance  and  charge 
against  us  the  whole  obligants  in  these  presents  and  our 
foresaids,  and  against  the  said  Company,  and  that  such  a 
stated  account,  or  a  statement  or  certificate  under  the  hand 
of  the  creditors  in  these  presents  for  the  time,  shall  suffi- 
ciently ascertain  and  fix  the  amount  of  interest  chargeable 
on  the  advances  upon  the  said  Cash  Account  as  aforesaid, 
and  that  no  suspension  of  a  charge  or  threatened  charge 
for  payment  of  the  balance  so  ascertained,  at  the  instance 
of  us  or  of  us,  or  our  foresaids,  or  of  the  said 
Company,  shall  be  passed,  or  presented,  except  on  con- 
signation of  the  sums  charged  for  or  claimed  bv  the  said 
Bank  or  their  foresaids. — And  we  consent  to  registration 
for  preservation  and  execution. — In  witness  whereof,  &c. 

Y. — Letters  of  Guarantee  with  reference  to  Bills  Discounted 
or  Advances. 

Bill  brokers  usually  give  a  letter  of  guarantee  instead 
of  indorsing  the  bills  they  hare  discounted  with  the 
bankers.  And  sometimes  one  party  will  guarantee  to  the 
bank  the  bills  discounted  for  another,  or  the  overdrafts  or 
advances  made  to  another. 

00 

To  the  Directors  of  the  Banking  Company. 

Gentlemen, 

In  consideration  of  your  discounting  to  us  the  bills 
as  specified  below,  we  hereby  guarantee  to  you  the  due  re- 
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payment  of  the  same  at  maturity,  as  if  they  had  been  en- 
dorsed "by  us. 

I  am,  &c. 

(2.) 
Gentlemen, 

Mr.  A.  B.  may  have  occasion  to  offer  you  sundry 
bills  for  discount.  In  consideration  of  your  discounting 
such  of  them  as  you  approve  of,  which  I  request  you  to  do, 
I  hereby  guarantee  to  you  the  due  repayment  of  such  bills 
as  they  respectively  mature. 

I  am,  etc. 

(3.) 
Gentlemen, 

In  consideration  of  your  honouring  the  cheques  of 
Sir.  ,  or  otherwise  advancing  him  sums  of 

money,  I  hereby  guarantee  the  repayment  thereof  upon  de- 
mand to  the  extent  of  pounds  sterling. 

I  am,  &c. 
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SECTION  XXVIH. 

THE    BA>'K   OF    EXGLAXD. 

HPHE  history,  constitution,  and  administration  of  the 
Bank  of  England  up  to  the  year  1828  have  been  traced 
in  an  early  chapter  of  the  present  edition,  and,  later  on, 
are  continued  to  several  years  after  the  passing  of  the  all- 
important  Bank  Charter  Act  of  1844  (7  &  8  Yict.  c.  32), 
the  principal  provisions  of  which  are  as  follows  : — 

"  I.  That  from  and  after  the  31st  of  August,  1844,  the 
issue  of  promissory  notes  of  the  Governor  and  Company 
of  the  Bank  of  England,  payable  on  demand,  shall  be  kept 
wholly  distinct  from  the  general  banking  business  of  the 
said  governor  and  company ;  and  the  business  of  such  issue 
shall  be  thenceforth  conducted  and  carried  on  by  the  said 
governor  and  company  in  a  separate  department,  to  be 
called  '  the  issue  department  of  the  Bank  of  England ; ' 
and  it  shall  be  lawful  for  the  court  of  directors  to  appoint 
a  committee  or  committees  of  directors  for  the  conduct  and 
management  of  such  issue  department. 

••  II.  That  upon  the  same  day  there  shall  be  transferred, 
appropriated,  and  set  apart  by  the  said  governor  and  com- 
pany to  the  issue  department  securities  to  the  value  of 
fourteen  million  pounds,  whereof  the  debt  due  by  the 
public  to  the  said  governor  and  company  shall  be  a  part ; 
and  at  the  same  time  so  much  of  the  gold  coin  and  gold 
and  silver  bullion  as  shall  not  be  required  by  the  banking 
department ;  and  thereupon  there  shall  be  delivered  out  of 
the  issue  department  into  the  banking  department  such  an 

n.  i 
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amount  of  notes  as,  together  with  the  notes  then  in  circu- 
lation, shall  be  equal  to  the  aggregate  amount  of  the 
securities,  coin,  and  bullion  so  transferred  to  the  issue  de- 
partment ;  and  it  shall  not  be  lawful  for  the  governor  and 
company  to  increase  the  amount  of  securities  for  the  time 
being  in  the  issue  department,  save  as  hereinafter  is  men- 
tioned, but  it  shall  be  lawful  for  them  to  diminish  the 
amount  of  such  securities,  and  again  to  increase  the  same 
to  any  sum  not  exceeding  in  the  whole  the  sum  of  fourteen 
million  pounds,  and  so  from  time  to  time  as  they  shall  see 
occasion ;  and  from  and  after  such  transfer  and  appropria- 
tion to  the  issue  department  it  shall  not  be  lawful  for  the 
governor  and  company  to  issue  bank  notes,  either  into  the 
banking  department,  or  to  any  persons  or  person  what- 
soever, save  in  exchange  for  other  Bank  of  England  notes, 
or  for  gold  coin  or  for  gold  or  silver  bullion  received  or 
purchased  for  the  issue  department  under  the  provisions 
of  this  Act,  or  in  exchange  for  securities  acquired  and  taken 
in  the  issue  department  under  its  provisions :  Provided 
always,  that  it  shall  be  lawful  for  them  in  their  banking 
department  to  issue  all  such  notes  as  they  shall  at  any  time 
receive  from  the  issue  department. 

"  III.  That  it  shall  not  be  lawful  for  the  bank  to  retain 
in  the  issue  department  at  any  one  time  an  amount  of  silver 
bullion  exceeding  one-fourth  part  of  the  gold  coin  and 
bullion  at  such  time  held  in  the  issue  department. 

"  IV.  That  all  persons  shall  be  entitled  to  demand  from 
the  issue  department  bank  notes  in  exchange  for  gold 
bullion,  at  the  rate  of  three  pounds  seventeen  shillings  and 
ninepence  per  ounce  of  standard  gold. 

"  V.  That  if  any  banker  who  on  the  6th  of  May,  1844, 
was  issuing  his  own  bank  notes  shall  cease  such  issue,  it 
shall  be  lawful  for  Her  Majesty  in  Council  to  authorize 
the  governor  and  company  to  increase  the  amount  of  secu- 
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rities  in  the  issue  department  to  an  amount  not  exceeding 
two-thirds  the  amount  of  bank  notes  which  the  banker  so 
ceasing  to  issue  may  have  been  authorized  to  issue ;  and 
everv  such  order  in  council  shall  be  published  in  the  next 
succeeding  '  London  Gazette.' 

'•  VI.  That  an  account  of  the  amount  of  notes  issued  by 
the  issue  department,  and  of  gold  coin  and  of  gold  and 
silver  bullion  respectively,  and  of  securities  in  the  issue 
department,  and  also  an  account  of  the  capital  stock,  and 
the  deposits,  and  of  the  money  and  securities  belonging 
to  the  said  governor  and  company  in  the  banking  depart- 
ment, on  some  day  in  every  week  to  be  fixed  by  the  com- 
missioners of  stamps  and  taxes,  shall  be  transmitted 
•weekly  to  the  said  commissioners,  and  shall  be  published 
by  them  in  the  '  London  Gazette.' 

"  Til.  That  from  the  same  date  the  bank  shall  be  re- 
leased from  payment  of  any  stamp  duty  upon  their 
notes. 

'•  VIII.  That  from  the  same  date  the  payment  of  the 
annual  sum  of  .£120,000  made  by  the  bank  under  the 
provisions  of  the  Act  passed  in  the  fourth  year  of  the 
reign  of  his  late  Majesty  King  William  the  Fourth,  out  of 
the  sums  payable  to  them  for  the  charges  of  management 
of  the  public  unredeemed  debt,  shall  cease,  and  in  lieu 
thereof,  in  consideration  of  the  privileges  of  exclusive 
banking,  and  the  exemption  from  stamp  duties,  given  to 
them  by  this  Act,  they  shall,  during  the  continuance  of 
such  privileges  and  such  exemption,  allow  to  the  public 
the  annual  sum  of  .£180,000. 

"  IX.  That  all  profits  derived  by  the  bank  from  the  in- 
crease of  their  issues  beyond  the  ..£14,000,000  prescribed  by 
the  Act  shall  go  to  the  public. 

"  X.  That  from  and  after  the  passing  of  this  Act  no 
person  other  than  a  banker  who  on  the  6th  of  May,  1844, 


116  THE   HISTORY,    PRINCIPLES,    AND 

was  lawfully  issuing  his  own  notes  shall  issue  notes  in 
any  part  of  the  United  Kingdom. 

"  XI.  That  after  the  passing  of  this  Act  it  shall  not  be 
lawful  for  any  banker  to  draw,  accept,  make,  or  issue,  in 
England  or  Wales,  any  bill  of  exchange  or  promissory 
note  or  engagement  for  the  payment  of  money  payable  to 
bearer  on  demand,  or  to  borrow,  owe,  or  take  up,  in  Eng- 
land or  Wales,  any  sums  or  sum  of  money  on  the  bills  or 
notes  of  such  banker  payable  to  bearer  on  demand,  save 
and  except  that  it  shall  be  lawful  for  any  banker  who  was 
on  the  6th  of  May,  1844,  carrying  on  the  business  of  a 
banker  in  England  or  Wales,  and  was  then  lawfully  issuing, 
in  England  or  Wales,  his  own  bank  notes,  under  the 
authority  of  a  license  to  that  effect,  to  continue  to  issue 
such  notes  under  the  conditions  hereinafter  mentioned  ^ 
and  the  right  of  any  company  or  partnership  to  continue 
to  issue  such  notes  shall  not  be  prejudiced  by  any  change 
which  may  take  place  in  the  personal  composition  of  such 
company  or  partnership  :  Provided  always,  that  it  shall  not 
be  lawful  for  any  company  or  partnership  now  consisting  of 
only  six  or  less  than  six  persons  to  issue  notes  after  the 
number  of  partners  therein  shall  exceed  six. 

"  XII.  That  if  any  banker  in  any  part  of  the  United 
Kingdom  who  after  the  passing  of  this  Act  shall  be  en- 
titled to  issue  notes  shall  become  bankrupt,  or  shall  dis- 
continue the  issue  of  notes,  it  shall  not  be  lawful  for  him 
to  resume  such  issues. 

"  XIII.  That  every  banker  claiming  under  this  Act  to- 
continue  to  issue  notes  in  England  or  Wales  shall,  within 
one  month  after  the  passing  of  this  Act,  give  notice  in 
writing  to  the  commissioners  of  stamps  and  taxes  of  such 
claim,  and  of  the  place  and  name  and  firm  at  and  under 
which  such  banker  has  issued  such  notes  during  the 
twelve  weeks  next  preceding  the  27th  of  April,  1844  •  and 
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thereupon  the  commissioners  shall  ascertain  the  average 
amount  of  those  twelve  weeks'  issues ;  and  it  shall  be 
lawful  for  every  such  banter  to  continue  to  issue  his  own 
notes  :  Provided,  nevertheless,  that  such  banker  shall  not 
have  in  circulation  upon  the  average  of  a  period  of  four 
weeks,  to  be  ascertained  as  hereinafter  mentioned,  a 
greater  amount  of  notes  than  the  amount  so  certified. 

••  XIV.  That  if  it  shall  be  made  to  appear  to  the  com- 
missioners of  stamps  and  taxes  that  any  two  or  more  banks 
have  become  united  within  the  twelve  weeks,  it  shall  be 
lawful  for  the  commissioners  to  certify  the  average  amount 
of  the  notes  of  the  two  or  more  banks  so  united  as  the 
amount  which  the  united  bank  shall  thereafter  be  autho- 
rized to  issue,  subject  to  the  regulations  of  this  Act. 

"  XV.  That  the  said  commissioners  shall,  at  the  time  of 
certifying,  publish  a  duplicate  of  their  certificate  in  the 
'  London  Gazette,'  and  the  '  Gazette '  shall  be  conclusive 
evidence  in  all  courts  whatsoever  of  the  amount  of  notes 
which  the  banker  named  in  such  certificate  or  duplicate  is 
by  law  authorized  to  issue. 

'•  XVI.  That  it  shall  be  lawful  in  case  banks  become 
united,  for  the  commissioners  to  certify  the  amount  of 
bank  notes  which  each  bank  was  authorized  to  issue,  and 
the  amount  stated  shall  be  the  limit  of  the  amount  of 
notes  which  such  united  bank  may  have  in  circulation : 
Provided  always,  that  it  shall  not  be  lawful  for  any  such 
united  bank  to  issue  notes  at  any  time  after  the  number 
of  partners  therein  shall  exceed  six. 

'•  XVII.  That  if  the  monthly  average  circulation  of 
notes  of  any  banker  shall  at  any  time  exceed  the  amount 
which  such  banker  is  authorized  to  issue,  he  shall  in  every 
such  case  forfeit  a  sum  equal  to  the  amount  by  which  the 
average  monthly  circulation  shall  have  exceeded  the 
amount  which  such  banker  was  authorized  to  issue. 
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"  XVIII.  That  every  banker  in  England  and  Wales 
authorized,  under  the  provisions  of  this  Act,  to  issue  notes, 
shall  transmit  to  the  commissioners  of  stamps  and  taxes 
a  weekly  account  of  his  issues,  for  them  to  publish  in  the 
'  Gazette  ; '  and  if  such  banker  shall  neglect  or  refuse  to 
render  such  account  as  required  by  this  Act,  or  shall 
render  a  false  account,  he  shall  forfeit  the  sum  of  d£100  for 
every  such  offence. 

"  XIX.  In  this  clause  the  mode  of  ascertaining  the 
average  amount  of  notes  of  each  issuing  bank  was  set 
forth. 

"  XX.  The  commissioners  were  empowered  to  cause  the 
books  of  bankers,  containing  accounts  of  their  notes  in 
circulation,  to  be  inspected,  and,  if  it  were  thought  fit, 
copied;  and  a  penalty,  in  case  of  refusal,  of  .£100  for 
every  such  offence  imposed  on  the  refusing  banker. 

"  XXI.  All  bankers  to  return  their  names  once  a  year  to 
the  Stamp  Office. 

"  XXII.  Bankers  to  take  out  a  separate  license  for 
every  place  at  which  they  issue  notes  or  bills ;  with  a  pro- 
viso in  favour  of  bankers  having  four  such  licenses  in  force 
on  the  6th  of  May,  1844. 

"  XXIV.  The  Bank  of  England  are  authorized  to  com- 
pound with  banks  desirous  of  withdrawing  their  own 
notes  and  issuing  those  of  the  Bank  of  England ;  the 
amount  of  composition  not  to  exceed  1  per  cent,  per 
annum,  and  payment  thereof  to  cease  on  the  1st  of  August, 
1866. 

"XXVI.  Any  society  or  company,  though  exceeding 
six  in  number,  carrying  on  the  business  of  banking  in 
London,  or  within  sixty-five  miles  thereof,  may  draw, 
accept,  or  indorse  bills  of  exchange,  not  being  payable  to 
bearer  on  demand. 

"  XXVII.  The  bank  are  to  enjoy  the  privileges  secured 
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by  this  Act,  subject  to  redemption  upon  twelve  months' 
notice,  to  be  given  after  the  1st  of  August,  1855,  and 
upon  repayment  of  the  public  debt,  and  of  all  sums  and 
arrears  -whatsoever  owing  to  them  by  Government." 

A  searching  inquiry  will  be  found  in  a  previous  part 
iis  work  into  the  design,  import,  and  effects  of  this 
much-debated  Act. 

We  proceed  to  give  a  summary  of  the  business  opera- 
tions of  the  bank,  and  of  the  changes  which  have  taken 
place  in  its  relations  to  Government  and  the  public  since 
the  publication  of  the  former  editions  of  this  work. 

The  Bank  of  England  can  now  issue  to  the  extent  of 
.£15,000,000  against  that  amount  of  securities  set  apart 
for  this  purpose.  It  can  issue  to  any  farther  amount 
against  lodgments  of  gold  and  silver,  as  regulated  by  the 
above  Act.  This  amount  of  .£15,000,000  may  be  issued 
either  at  the  office  in  London  or  at  the  branches.  ~Were 
the  bank  to  reduce  the  number  of  its  branches  it  would  not 
be  required  to  issue  less  than  this  .£'15,000,000  ;  and  were 
the  bank  to  increase  its  branches,  it  could  issue  no  more. 
If  other  banks  discontinue  their  circulation,  it  may  upon 
application  receive  permission  to  extend  its  issues  to  two- 
thirds  the  sum  thus  withdrawn  ;  but  all  the  profit  of  this 
increase  must  go  to  the  Government.  It  cannot  issue 
any  note  for  a  less  amount  than  five  pounds.  All  the 
notes  are  payable  in  gold  on  demand.  The  payment  of 
those  issued  in  London  can  be  demanded  only  at  the 
London  office.  But  the  payment  of  those  issued  at  the 
branches  may  be  demanded  either  at  the  London  office  or 
at  the  branches  where  they  were  respectively  issued. 
Bank  of  England  notes  are  a  legal  tender  in  all  cases,  ex- 
cept when  tendered  by  the  bank  itself. 

It  will  be  observed  that  the  issue  against  securities  is 
now  .£15,000,000  as  compared  with  =£14,000,000  at  the 
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time  of  the  passing  of  the  Act.  The  occasions  and  reasons 
for  this  increase  have  been  lucidly  set  forth  as  follows  in 
the  "  Bankers'  Magazine  "  for  March,  1866  : — 

"  The  authorized  issue  of  Bank  of  England  notes  based 
on  Government  securities,  which  was  fixed  at  ,£14,000,000 
by  the  Act  of  1844,  and  which  Laving  been  increased  in 
1855  and  1861  respectively,  by  the  sums  of  £475,000  and 
£175,000,  now  stands  at'  £14,650,000,  is  to  be  further 
augmented  by  .£350,000,  which  will  raise  the  total  to 
£15,000,000.  The  process  is  in  conformity  with  the  pro- 
visions of  the  law,  and  is  perfectly  simple.  The  basis  on 
which  the  amount  of  purely  paper  circulation  was  fixed  at 
the  date  of  Sir  Eobert  Peel's  measure  was  as  follows  : — 
Long  experience  has  shown  that  whenever  the  note  circu- 
lation of  the  country  declined  to  a  point  approaching 
£22,000,000,  through  the  contraction  forced  upon  bankers 
by  an  adverse  state  of  the  foreign  exchanges,  the  scarcity 
of  currency  Avas  so  felt  in  its  action  upon  prices  as  to  cause 
invariably  a  strong  turn  of  the  tide.  That  total  of 
£22,000,000  was,  therefore,  fixed  as  the  safe  amount  at 
which  paper,  secured  only  by  the  credit  of  the  Government, 
might  be  allowed  to  pass  as  a  legal  tender,  and  was  made 
up  by  £14,000,000  issued  by  the  Bank  of  England,  and 
£8,000,000  of  issues  of  private  and  joint-stock  banks  in 
the  provinces.  At  the  same  time  a  provision  was  made, 
that  if  any  of  the  latter  establishments  should  fail  or  with- 
draw from  business,  then  in  each  such  case  the  right  of 
issuing  notes  should  be  forfeited ;  and  that  it  should  be 
competent  for  the  Government,  by  an  order  in  council,  to 
authorize  the  Bank  of  England  to  supply  the  deficiency  thus 
created. 

"  To  effect  that  purpose,  it  would  not  be  necessary  for 
the  bank  to  issue  more  than  two- thirds  of  the  amount  of 
the  circulation  that  had  been  forfeited,  because  it  wastaken 
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for  granted  that  every  issuing  bank  would  keep  at  least  a 
reserve  of  gold,  equal  to  one-third  of  the  notes  it  had  issued 
payable  on  demand,  and  which  might  therefore  be  pre- 
sented at  any  time;  and  that,  consequently,  the  actual 
currency  which  each  had  put  out  was  practically  only  two- 
thirds  of  its  nominal  amount,  since  to  the  extent  of  the  re- 
maining third,  other  currency — that  is  to  say,  gold — was 
withdrawn  from  use  and  locked  up  in  their  tills.  Accord- 
ingly, the  new  issues  of  the  Bank  of  England,  in  supplying 
the  deficiencies  from  any  such  failures  or  withdrawals,  were 
to  be  limited  to  two- thirds. 

"  Gradually,  after  the  passing  of  the  Act  in  1844,  indi- 
vidual country  banks  broke  down  or  died  out,  but  it  was 
not  till  1855  that  the  vacuum  thus  occasioned  attracted 
much  public  attention.  At  that  date  it  was  found  that 
issues  had  during  the  preceding  eleven  years  been  extin- 
guished to  the  extent  of  ,£710,000,  and  an  order  in  council 
was  then  put  forth  for  an  increase  of  ,£'475,000  in  the  notes 
of  the  Bank  of  England.  Between  1855  and  1861  further 
lapses  occurred  to  the  amount  of  £'262,500,  and  these  were 
made  up  by  a  new  order  in  council  for  an  additional  issue 
of  £'175,000.  Thus  the  total  paper  circulation  of  the  bank 
was  increased  from  its  original  sum  of  .£14,000,000  to 
.£14,650,000,  the  amount  at  which  it  stood  up  to  Thursday 
last. 

"  The  process  by  which  the  new  issue  is  effected  merely 
consists  in  the  purchase  of  Government  securities  to  the 
required  amount.  Stocks  may  be  bought  in  the  open 
market,  or  an  advance  made  to  Government  on  Exchequer 
bills.  The  gain  from  this  investment  in  the  present,  as  in 
the  previous  instances,  after  deducting  the  annual  expense 
for  the  manufacture  of  the  notes,  &c.,  will  be  placed  to  the 
credit  of  the  Government,  the  bank  being  only  an  agent  in 
the  business.  The  actual  amount  of  the  country  circulation 
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that  has  lapsed  since  the  last  filling  up  took  place  in  1861, 
is  ,£739,965,  of  which  ,£442,000  was  from  a  voluntary  sur- 
render on  the  part  of  the  National  Provincial  Bank,  when 
it  determined  to  change  its  character  from  that  of  a  country 
to  a  London  bank.  Two-thirds  of  this  amount  of  =£739,965 
would  be  .£493,310,  but  the  present  order  is  limited  to 
.£350,000,  a  circumstance  for  which  no  other  reason  can  be 
conjectured  than  a  desire  to  take  the  opportunity  of  fixing 
the  Bank  of  England  circulation  at  the  symmetrical  figure 
of  dSlSjOOOjOOO.1  The  amount  was  included  in  the  account 
published  for  the  week  ending  21st  February." 

The  Bank  of  England  is  a  bank  of  deposit,  of  loan,  and 
of  discount  as  well  as  of  issue.  It  allows  no  interest  on 
any  portion  of  its  deposits,  nor  permits  any  account  to  be 
overdrawn.  It  charges  various  rates  on  the  bills  it  dis- 
counts, but  does  not  often  go  below  the  rate  it  announces 
to  be  its  minimum.  It  does  not  act  as  the  London  agent 
of  country  banks  ;  but  is  the  agent  of  the  Bank  of  Ireland, 
and  the  Koyal  Bank  of  Scotland.  It  does  not  accept  any 
bills  that  may  be  drawn  by  those  banks,  or  by  its  own 
branches — they  are  all  drawn  without  acceptance.  It  does 
not  issue  any  circular  notes  on  foreign  countries,  nor 
grant  letters  of  credit  on  foreign  banks.  It  remits  money 
to  and  from  its  branches,  and  from  one  branch  to  another, 
and  issues  at  the  London  office  bank-post  bills,  drawn  at 
seven  or  fourteen  days  after  sight. 

The  profits  of  the  bank  are  derived  from  its  capital,  its' 
rest,  public  and  private  deposits,  bank-post  bills,  its  agen- 
cies, and  its  circulation.  From  these  funds  it  makes 
investments  in  public  securities  and  private  securities. 

1  The  authorized  issue  of  the  Bank  of  England  of  £15,000,000  was 
increased  on  the  1st  April,  1881,  by  order  in  Council,  by  the  sum  of 
.£750,000,  under  the  clause  in  the  Act  of  1844  respecting  lapsed  issues 
as  described  above. 


PRACTICE    OF    BANKING.  123 

These  bring  dividends  and  interest.  It  also  has  a  profit 
on  the  .£15,750,000  of  notes  in  circulation.  This  profit  is 
the  difference  between  the  expense  of  maintaining  the  cir- 
culation, and  the  interest  received  on  the  securities  set 
apart  to  meet  this  circulation.  The  bank  has  an  annual 
payment  from  the  Government  for  managing  the  Na- 
tional Debt.  It  also  receives  a  commission  from  those 
banks  to  which  it  is  the  London  agent.  A  profit 
is  also  supposed  to  be  obtained  on  bullion  transac- 
tions. Against  these  profits  the  bank  has  to  place  the 
expense  of  conducting  the  establishment,  and  the  losses 
incurred  by  bad  debts,  forgeries,  and  unfortunate  invest- 
ments. 

The  Bank  of  England  established  branches  in  the  year 
1826,  at  the  suggestion  of  Lord  Liverpool,  in  order  to  ex- 
tend to  the  provinces  the  advantage  of  a  see?* re  circulation. 
This  was  considered  the  grand  desideratum  at  that  time, 
in  consequence  of  the  numerous  failures  that  had  recently 
taken  place  among  the  country  bankers  ;  and  was  effected 
with  the  greater  facility,  in  consequence  of  the  establish- 
ment of  joint- stock  banks,  who  made  arrangements  for 
issuing  Bank  of  England  notes. 

The  branches  being  not  merely  banks  of  circulation,  but 
of  deposit,  of  discount,  and  of  remittance,  they  came  into 
competition  with  the  country  bankers.  This,  in  some 
cases,  reduced  the  charges  previously  made  on  banking 
transactions.  As  banks  of -discount,  they  charged  the 
same  rate  which  was  charged  at  the  London  office — a 
charge  usually  below  that  of  the  country  banks.  As  banks 
of  remittance,  they  granted  letters  of  credit  at  a  shorter 
term.  As  banks  of  deposit,  they  charged  no  commission. 
But,  on  the  other  hand,  they  allowed  no  interest  on  the 
balance,  and  they  allowed  no  account  to  be  overdrawn ;  and 
they  would  not  receive  from  their  depositors  any  country 
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notes  unless  the  banks  had  previously  opened  an  account 
with  them,  and  made  a  lodgment  to  meet  their  notes. 

The  branches  are  all  subordinate  to  the  parent  esta- 
blishment. They  carry  on  the  ordinary  business  of  local 
banking,  and  of  London  banking  as  well,  in  addition  to 
issuing  bank  notes  and  bills.  Cash  for  their  notes  can 
be  demanded  only  at  the  particular  branch  which  has 
issued  them,  or  in  London.  The  accounts  are  balanced 
every  night,  and  the  balance  transmitted  to  town  daily, 
together  with  particulars  of  all  the  transactions  of  the  day. 
One  of  the  most  important  public  services  performed  by 
the  branches  is  the  remittance  of  the  revenue,  which  is 
paid  into  them  by  the  collectors,  and  credit  is  then  at  once 
given  to  the  exchequer  account  in  London. 

The  bank  has  branches  at  Birmingham,  Bristol,  Hull, 
Leeds,  Liverpool,  Manchester,  Newcastle,  Plymouth, 
Portsmouth,  and  one  in  London,  called  the  West-end 
Branch. 

It  had  originally  branches  at  Exeter,  Gloucester,  Nor- 
wich, Swansea,  and  Leicester. 

The  branch  at  Exeter  was  closed  May  1,  1834;  the 
Gloucester  branch  on  the  28th  February,  1849  ;  the  Nor- 
wich branch,  May  31,  1852 ;  the  Swansea  branch  on  28th 
February,  1859 ;  and  the  Leicester  branch  on  29th 
February,  1872.  The  reasons  assigned  for  withdrawing 
these  branches  do  not  appear  very  satisfactory.  The 
Exeter  branch  was  closed  because  another  branch  was 
opened  on  the  same  day  at  Plymouth,  and  the  branch  was 
said  to  be  removed  to  Plymouth.  The  opening  of  a  new 
branch  at  Plymouth  seems  to  have  no  necessary  connection 
with  the  closing  of  that  at  Exeter.  The  Gloucester  branch 
was  closed  because  a  railway  had  been  opened  to  Bristol, 
and  the  people  of  Gloucester  might,  if  so  disposed,  transact 
their  business  with  the  Bristol  branch.  The  distance  be- 
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tween  Gloucester  and  Bristol  is  about  the  same  as  that 
between  Manchester  and  Liverpool;  but  the  directors 
have  never  announced  any  intention  of  closing  their 
branch  at  Manchester,  upon  the  ground  that  there  is  a 
railway  to  Liverpool.  The  true  reason  we  believe  to  be, 
that  the  business  at  these  branches  had  not  realized  the 
anticipations  of  the  directors.  The  active  opposition  of 
the  private  bank  of  Messrs.  Sparkes  &  Co.  (afterwards 
merged  in  the  Devon  and  Cornwall  Bank),  prevented 
the  Exeter  branch  obtaining  much  business.  At  one 
time  the  Gloucester  Banking  Company  issued  only  the 
notes  of  the  Gloucester  branch,  but  afterwards  they 
resumed  the  issue  of  their  own  notes,  and  hence,  in  1843 
and  subsequent  years,  the  circulation  of  this  branch 
declined.  The  Xorwich  branch  not  only  obtained  but 
small  business,  but  made  large  losses.  It  appears  from 
parliamentary  returns  that  so  early  as  the  year  1831,  the 
bad  debts  at  this  branch  amounted  to  .£32,000.  It  may 
be  remarked  that  three  of  the  branches  withdrawn  were 
located  in  the  centre  of  agricultural  districts,  and  the  most 
prosperous  branches  have  been  located  in  manufacturing 
and  commercial  towns,  as  Manchester,  Liverpool,  Birming- 
ham, and  Newcastle. 

Here  is  another  anomaly  of  the  Act  of  1844.  The  Bank 
of  England  is  placed  in  a  position  in  which  it  is  its  inte- 
rest to  withdraw  some  of  its  branches.  At  the  same  time, 
the  banks  of  issue  in  the  neighbourhood  of  those  branches 
are  not  allowed  to  extend  their  issues  so  as  to  fill  up  the 
vacuum  which  is  thus  occasioned  in  the  amount  of  the 
local  circulation. 

In  addition  to  the  management  of  the  Government 
Funded  Debt,  which  has  always  been  conducted  by  the 
Bank  of  England,  that  corporation  has  of  late  years 
undertaken  the  manasrement  of  the  Government  Unfunded 
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Debt,  formerly  managed  by  the  Exchequer  Office,  of  the 
Indian  Debt,  and  of  the  Funded  Debt  of  the  Metropolitan 
Board  of  Works. 

Pari  passu  with  this  increase  of  business,  additional 
facilities  have  been  afforded  to  the  recipients  of  dividends 
of  the  various  stocks  by  giving  them  the  option  of  receiv- 
ing their  dividend  warrants,  by  post,  or  at  any  of  the 
branches  of  the  Bank  of  England.  The  bank  has  also 
waived  the  charge  of  Is.  6d.  which  it  formerly  made  for 
preparing  powers  of  attorney  for  the  receipt  of  divi- 
dends. 

In  the  Bullion  Office  an  important  modification  has 
been  made  in  the  assay  by  which  gold  is  bought  and  sold. 
Formerly,  what  was  called  the  Trade  Report  was  used,  and 
the  fineness  of  the  gold  was  quoted  to  the  •§-  of  a  carat 
grain,  equal  to  7^  grains  Troy,  or  the  768th  part  of  the 
whole.  This  left  a  small  profit  to  the  bank  on  gold  bullion 
imported  by  them  into  the  Mint  for  the  purposes  of  the 
coinage,  since  the  Mint  assayed  much  closer  ;  whereas  the 
assay  now  used  at  the  bank  determines  to  the  y  of  a  mil- 
lieme,  equivalent  to  the  T^^  part  of  the  whole,  and  leaves 
no  appreciable  difference  between  the  bank  and  the  Mint 
assay. 

The  price  at  which  light  gold  coin  is  bought  by  the  bank 
has  also  been  raised  from  <£3  17s.  Q\d.  per  ounce  to 
d£3  17s.  9d.,  the  authorities  of  the  Mint  receiving  this  coin 
from  the  bank  at  .£3  17s.  lO^cL,  instead  of  requiring  it  to 
be  remelted  and  reassayed,  as  was  the  practice  previously. 
It  is  to  be  hoped  that  this  change,  which  decreases  the 
loss  on  light  coins,  will  tend  to  induce  bankers  to  with- 
draw them  from  circulation,  and  thus  lend  their  aid  to 
purge  the  gold  currency,  which  is  at  present  in  a  very  un- 
satisfactory condition. 

Under  the  Stock  Certificates  Act,  1863  (26  Viet.  c.  28), 
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the  bank  issues  stock  certificates  for  consols,  new  3  per 
cents.,  and  reduced  3  per  cent,  annuities.  These  certifi- 
cates are  transferable  by  delivery ;  but  the  transfer  may 
be  restricted  by  the  holder  filling  in  his  name,  address, 
and  quality,  in  a  space  provided  for  the  purpose.  These 
certificates"  are  of  the  denominations  of  <£50,  .£100,  <£200, 
.£'•500,  and  .£1000,  and  coupons  are  attached,  payable  to 
bearer,  for  the  two  half-yearly  dividends  due  next  after 
the  date  of  issue. 

The  stockholder,  when  he  desires  to  obtain  certificates, 
transfers  the  stock  in  the  Transfer  Office  in  which  the 
business  of  that  particular  stock  is  transacted,  where  he 
receives  a  certificate  of  the  transfer,  and  this  he  exchanges 
in  the  Chief  Cashier's  Office  for  the  stock  certificate  he 
reouires. 

When  a  holder  of  stock  certificates  wishes  to  have  the 
stock  they  represent  reinscribed,  he  delivers  them  up  in 
the  Chief  Cashier's  Office,  and  receives  a  certificate  en- 
titling him  to  have  a  corresponding  amount  of  stock 
inscribed  in  his  name  in  the  Transfer  Office  6f  the 
stock. 

The  Government  makes  a  charge  of  2s.  per  cent,  for 
the  issue  of  certificates,  and  Is.  per  certificate  for  re- 
inscription. 

Stock  certificates  for  Metropolitan  Consolidated  3|  per 
cent,  stock  are  issued  in  exactly  the  same  terms  as  certi- 
ficates for  the  Government  Funds,  and  for  corresponding 
amounts,  with  the  exception  that  there  are  no  certificates 
of  £'200. 

Stock  certificates  for  India  4  per  cent,  and  5  per  cent, 
stock  are  issued  for  .£100,  .£500,  and  £1000 ;  but  the 
transfer  of  these  certificates  cannot  be  restricted,  and  the 
charges  are  slightly  different  from  those  for  the  Govern- 
ment funds. 
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The  Laws  of  the  Currency  iviili  Reference  to  the  Bank  of 
England. — In  March,  1841,  I  was,  at  the  request  of  the 
joint- stock  banks,  examined  as  a  witness  before  a  Select 
Committee  of  the  House  of  Commons,  "  appointed  to 
inquire  into  the  effects  produced  on  the  circulation  of  the 
country  by  the  various  banking  establishments  issuing 
notes  payable  on  demand."  The  charge  advanced  at  the 
time  against  the  issuing  joint- stock  banks,  and  generally 
against  all  banks  of  issue,  was,  that  they  did  not  make  the 
amount  of  their  circulation  correspond  with  the  amount  of 
the  circulation  of  the  Bank  of  England.  With  reference 
to  this  accusation,  I  laid  before  the  committee  a  variety 
of  tables,  designed  to  show  the  laws  which  regulated  the 
circulation  of  the  Bank  of  England,  of  the  country  banks, 
and  of  the  Banks  of  Ireland  and  of  Scotland  respectively. 
The  inference  was  designed  to  show  that  no  correspon- 
dence could  exist  between  the  circulation  of  these  several 
banks.  These  tables  cannot  be  introduced  here.  But  the 
following  is  a  summary  of  my  evidence  on  this  subject,, 
taken  from  an  article  on  "  The  Laws  of  the  Currency," 
which  I  published  in  the  "  Foreign  and  Colonial  Review  " 
of  April,  1844  :— 

"  We  have  before  us  two  reports  from  the  Committee  on 
Banks  of  Issue,  laid  before  the  House  of  Commons  in  the 
years  1840  and  1841.  The  committee  report  the  evidence, 
and  abstain  from  giving  any  opinion  upon  the  great  ques- 
tions involved  in  the  inqxiiry.  They,  however,  recom- 
mended the  passing  of  the  Act  4  &  5  Yict.  c.  50,  requiring 
a  monthly  registry  of  the  circulation  of  the  Bank  of  Eng- 
land, and  of  the  other  banks  of  issue,  with  the  amount  of 
bullion,  to  be  published  in  the  '  Royal  Gazette.'  It  may  there- 
fore be  expected  that,  in  a  course  of  years,  a  sufficient  number 
of  facts  will  be  recorded  to  enable  future  generations  to 
form  '  well-grounded  opinions '  on  this  important  subject.. 
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"  In  the  meantime  we  will  make  use  of  the  information 
•we  already  possess.  "We  will  take  the  monthly  returns  of 
the  circulation  for  the  period  that  is  past,  that  is,  from 
September,  1833,  to  the  end  of  1843,  and  endeavour,  by 
observing  their  various  revolutions,  to  discover  if  they  are 
governed  by  any  fixed  causes  or  principles — to  ascertain  if 
those  principles  are  uniform  in  their  operation ;  and  if  we 
should  discover  that  the  revolutions  of  the  currency  are 
regulated  by  any  uniform  principles,  we  shall  call  those 
principles  the  Laws  of  the  Currency. 

"  We  shall  begin  with  that  portion  of  the  currency  which 
consists  of  notes  issued  by  the  Bank  of  England.  On 
looking  over  the  monthly  circulation  of  the  Bank  of  Eng- 
land, given  in  the  Table  No.  34,  in  the  Appendix  to  the 
Report  of  1840,  we  observe,  that  the  circulation  of  the 
months  in  which  the  public  dividends  are  paid  is  higher 
than  in  the  subsequent  months.  Thus,  the  average  circu- 
lation of  January  is  higher  than  that  of  February  or  March. 
The  circulation  of  April  is  higher  than  that  of  May  or 
June.  The  circulation  of  July  is  higher  than  that  of 
August  or  September.  And  the  circulation  of  October  is 
higher  than  that  of  November  or  December.  This,  then, 
we  may  consider  as  one  law  of  the  circulation  of  the  Bank 
of  England — that  it  ebbs  and  flows  four  times  in  the 
year,  in  consequence  of  the  payment  of  the  quarterly 
dividends.  This  law  does  not  apply  to  any  other  bank,  as 
all  the  Government  dividends  are  paid  by  the  Bank  of 
England. 

"Again,  the  purchase  and  sale  of  Government  stock 
and  exchequer  bills  by  the  Bank  of  England  affect  the 
amount  of  her  circulation.  If  the  bank  purchase  Govern- 
ment stock  or  exchequer  bills,  she  pays  for  them  in  her 
own  notes,  and  thus  increases  her  circulation.  If,  on  the 
other  hand,  she  sell  Government  stock  or  exchequer  bills, 

II.  K 
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she  receives  payment  in  her  own  notes,  and  thus  her 
circulation  is  diminished.  Another  law,  then,  and  one 
peculiar  to  the  Bank  of  England,  is,  that  her  circulation 
is  affected  by  the  purchases  and  sales  of  Government 
securities. 

"As  the  payment  of  the  public  dividends  puts  into 
circulation  the  notes  of  the  bank,  the  receipt  of  the  public 
revenue  will  of  course  withdraw  her  notes  from  circulation. 
A  large  amount  of  the  public  revenue  is  paid  at  the  latter 
part  of  the  year,  and  this  probably  is  the  main  cause  why 
the  amount  of  the  Bank  of  England  circulation  is  always 
the  lowest  in  the  month  of  December.  Although  the 
circulation  ebbs  and  flows  four  times  in  the  year,  yet  the 
December1  point  is  always  the  lowest  point  throughout 
the  year  ;  and  this  is  the  case  in  every  year,  although  the 
Bank  of  England  is  always  open  in  December  for  short 
loans,  the  granting  of  which  increases  her  circulation. 
This,  then,  is  another  law  of  the  circulation.  Oi -.--  ' 

"  If  the  bank  purchase  bullion  with  her  notes,  that  will 
of  course  increase  her  circulation ;  if  sliesell  bullion,  that  .  J 
will  diminish  her  circulation :  and,  as  the  bank  is  always 
open  for  the  purchase  of  bullion  at  a  fixed  price,  and  as 
gold  may  at  all  times  be  withdrawn  from  her  in  payment 
of  her  notes,  her  circulation  is  subject  to  considerable 
fluctuation  from  this  cause.  There  is  not,  however,  any 
uniform  correspondence  between  the  amount  of  her  circu- 
lation2 and  the  amount  of  her  bullion  ;  for  when  she  pays 
the  public  dividends,  she  increases  her  notes,  but  diminishes 

1  There  was  an  exception  to  this  law  in  December,  1843,  in  con- 
sequence of  the  calling  in  of  the  light  sovereigns. 

3  The  word  "  circulation  "  means  of  course  the  amount  of  notes  in  the 
hands  of  the  public.  Since  the  passing  of  the  Act  of  1844  the  word  has 
been  sometimes  used  in  a  more  extended  sense,  so  as  to  include  also  the 
notes  in  the  banking  department  of  the  Bank  of  England. 
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her  bullion  ;  and  -when  she  receives  the  public  revenue,  as 
in  December,  her  circulation  is  diminished,  but  the  bullion 
is  increased.  These  contrary  fluctuations  are  occasioned 
by  that  portion  of  our  currency  which  is  under  .£5  con- 
sisting of  the  precious  metals ;  but  they  do  not  impugn 
the  law  which  states  that  the  purchase  of  gold  increases, 
and  the  sale  of  gold  diminishes,  the  amount  of  her  circu- 
lation. 

'•'  "We  have  thus  traced  those  peculiar  laws  wnich 
regulate  the  monthly  revolutions  of  the  circulation  of  the 
Bank  of  England.  '  We  shall  now  proceed  to  its  annual 
revolutions. 

"  Any  of  the  causes  of  the  monthly  fluctuations  of  the 
circulation  of  the  Bank  of  England,  if  called  into  operation 
more  in  one  year  than  in  another,  may  become  causes  of 
annual  fluctuations.  But  the  most  uniform  and  permanent 
cause  of  annual  fluctuation  appears  to  be  made  by  the 
purchases  and  sales  of  bullion.  The  word  '  bullion '  in 
the  bank  returns,  means  gold  and  silver,  whether  coined 
or  uncoined,  and  whether  lying  at  the  head  office  or  at  the 
branches.  "When  the  foreign  exchanges  are  in  favour  of 

o  o 

this  country,  bullion  is  imported  and  sold  to  the  Bank  of 
England ;  and  when  the  exchanges  are  unfavourable,  gold 
is  exported,  and  the  exporters  obtain  the  gold  from  the 
Bank  of  England,  either  by  purchase  or  by  demanding 
pavment  of  her  notes.  In  most  cases,  however,  the  circu- 
lation does  not  fluctuate  so  much  as  the  bullion.  For 
when  notes  are  issued  against  a  large  importation  of 
bullion,  money  becomes  abundant  and  cannot  be  employed, 
and  hence  it  is  lodged  by  bankers  and  others  in  the  Bank 
of  England,  on  deposit.  But  so  long  as  the  bank  keeps 
her  securities  of  the  same  amount,  the  increase  of  the 
bullion  will  always  be  about  equal  to  the  increase  of  the 
circulation  and  the  deposits  added  together.  And  on  the 
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other  hand,  when  an  adverse  exchange  draws  bullion  from 
the  bank,  the  deposits  decrease  as  well  as  the  circulation : 
and  the  decrease  in  both  together  will  be  equal  to  the 
amount  of  gold  withdrawn ;  that  is,  supposing  the  secu- 
rities to  remain  the  same. 

"  By  '  securities '  is  meant  Government  stock,  exchequer 
bills,  loans,  discounted  bills,  or  anything  else  on  which  the 
bank  may  have  advanced  money.  It  is  a  principle  of 
management  by  the  bank  to  keep  the  total  amount  of 
their  securities  equal,  or  neai'ly  so ;  and  so  long  as  this 
rule  is  acted  upon,  the  tendency  of  exportations  or  im- 
portations of  bullion  to  produce  the  variations  we  have 
described,  must  be  considered  as  one  of  the  laws  of  the 
circulation." 

One  Bank  of  Issue. — Mr.  Cotton,  who  was  the  Governor 
of  the  Bank  of  England  when  the  Act  of  1844  was  passed, 
stated  in  the  evidence  before  a  Committee  of  the  House  of 
Commons,  in  1848,  that  the  ultimate  object  of  that  Act 
was  the  establishment  of  one  bank  of  issue.1  I  was  ex- 
amined on  this  subject  before  the  Committee  on  Banks  of 
Issue,  in  the  year  1841.  The  following  is  a  summary  of 
my  evidence : — 

1.  If  we  had  only  one  bank  of  issue  we  should  have  some- 
times too  much  money  and  sometimes  too  little  for  the  wants  of 
trade. — "  I  think  it  is  one  of  the  inconveniences  of  a  me- 
tallic currency,  and  would,  in  fact,  be  one  of  the  inconve- 
niences of  a  sole  bank  of  issue,  that  at  one  part  of  the  year 
we  should  have  too  much  money,  and  at  another  part  too 
uttle ;  because,  as  money  would  not  fluctuate  in  amount, 
and  the  demands  of  trade  would  fluctuate,  the  amount  of 
money  would  not  be  proportionate  throughout  the  year  to 
the  demands  of  trade."  .  .  .  .  "  I  have  shown,  from  Ap- 
pendix 34,  that  even,  taking  the  whole  circulation  together, 
1  Commons,  4561. 
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there  is  a  difference  varying  from  two  to  four  millions  in 
the  total  amount  of  the  circulation ;  and,  therefore,  after 
supposing  all  these  transfers  to  have  taken  place,  if  they 
could  have  taken  place  at  all,  and  that  the  surplus  of  one 
district  was  to  supply  the  wants  of  another,  still  there 
would  be  a  very  great  inequality  in  the  amount  of  money, 
as  compared  with  the  demands  of  trade." 

"  It  appears,  from  Appendix  34,  that  the  total  amotmt 
of  notes  in  England,  Scotland,  and  Ireland,  varies  very 
considerably  in  different  months  of  the  year.  Supposing, 
then,  that  you  had  one  bank,  and  that  all  the  notes  in 
circulation  were  the  notes  of  that  one  bank,  which  did 
nothing  but  issue  notes  against  gold,  and  gold  against 
notes,  how  would  you  employ  those  notes  which  were  not 
wanted  in  the  slack  periods  of  the  season  ?  "  .  .  .  .  "  It  is 
evident,  from  Appendix  34,  that  during  some  part  of  the 
year  there  is  not  employment  for  the  entire  amount  of 
money  that  is  required  in  another  season  of  the  year  ;  and 
if  you  had  one  bank  of  issue,  as  you  could  not  contract  the 
circulation,  you  would  have  a  surplus  circulation,  which 
would  have  the  effect  of  lowering  the  rate  of  interest,  and 
promoting  speculation." 

2.  One  bank  of  issue  would  reduce  the  means  of  the  country 
bankers  to  afford  assistance  to  their  customers,  and  hence 
cause  great  distress,  especially  in  the  agricultural  districts. — 
':  What  would  be  the  effect  which  you  think  it  would  pro- 
duce upon  country  bankers  ?"...."!  think  the  banks, 
in  the  first  place,  having  to  pay  off  their  notes,  it  would 
reduce  their  funds,  from  which  they  now  give  accommoda- 
tion to  their  customers  ;  and  in  order  to  find  funds  to  pay 
off  those  notes,  they  would  have  to  recall  loans,  and  to  re- 
duce discounts  to  such  a  degree  as  to  cause  considerable 
distress  throughout  the  country,  and  more  especially  in 
the  agricultural  districts." 
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3.  The  bankers  would  be  compelled  to  increase  their  charges. 
— "  What  effects  do  you  imagine  would  ensue  when  the 

measure   had  once   been   carried   into   effect  ?  " 

"  After  the  measure  had  once  been  carried  into  effect,  the 
charges  which  the  country  bankers  would  be  compelled 
to  make  upon  that   accommodation   which   they  would 
still  have  the  power  of  affording  must  be  considerably 
increased." 

"Why?"  ....  "  Because  they  would  then  get  no  pro- 
fit upon  the  notes  ;  at  present  they  can  afford  to  advance 
money  at  a  low  rate  of  interest  when  issued  in  their  own 
notes,  because  of  the  profit  upon  those  notes.  When  I  was 
in  Ireland,  I  discounted  bills  at  the  same  rate  which  was 
charged  by  the  Bank  of  England  here,  and  for  the  same 
reason,  because  I  issued  my  own  notes  ;  but  if  the  country 
bankers  had  to  bring  the  money  from  a  distance  and  lend 
it  to  their  customers,  they  must  get  a  greater  interest  from 
their  customers  than  they  could  get  by  employing  it  in 
London  or  elsewhere,  and  hence  they  must  make,  either  in 
the  form  of  interest,  or  in  the  form  of  commission,  heavier 
charges  than  they  made  before." 

4.  One  bank  of  issue  would  cause  some   of  the  smaller 
banking  establishments  to  be  discontinued. — "  The  profit  on  the 
circulation  being  thus  reduced,  there  would  be  a  further 
effect  by  the  limitation  of  banking  establishments ;  for  some 
of  those  establishments  are  so  small,  and  established  in 
places   so  remote,  that  they  would  scarcely  pay  the  ex- 
pense of  conducting  them,  unless  for  the  profits  of  the  cir- 
culation ;  and  yet  the  withdrawal  of  those  establishments, 
though  connected  with  no  great  profit  to  the  bank,  would 
be  attended  with  very  considerable  loss  and  inconvenience 
to  the  inhabitants  of  those  places,  because  those  banks 
act  as  receivers  of  the  surplus  capital,  and  hence  they  are 
useful  to  persons  who  have  money  to  place  in  those  banks ; 
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they  act  as  discounters  and  granters  of  loans,  and  hence 
they  are  useful  to  the  productive  industry  of  the  country  ; 
they  are  also  useful  as  banks  of  remittance,  for  the  pur- 
pose of  making  payments  from  those  places  elsewhere,  and 
hence  they  are  useful  to  traders ;  and  those  useful  pur- 
poses, as  far  as  many  small  banks  are  concerned,  would  be 
altogether  annihilated  if  those  establishments  did  not 
issue  their  own  notes." 

"  In  your  opinion,  the  suppression  of  their  circulation 
would  render  it  necessary  for  them  to  charge  a  higher 
commission  upon  their  operations,  or  a  higher  interest 
upon  the  loans  which  they  make  r "...."  With  regard 
to  those  small  establishments,  I  do  not  think  any  rate  of 
commission  could  pay  the  expense  :  with  regard  to  the 
larger  establishments,  you  might  make  up  for  the  defi- 
ciency of  profit  upon  the  circulation  by  an  increased  charge 
of  commission  ;  but  with  regard  to  small  establishments, 
in  remote  places,  the  business  is  not  sufficient,  even  with 
the  charge  of  commission,  to  pay  the  expense  without  the 
profits  of  the  circulation  ;  annihilation  of  the  circulation 
would  lead  to  annihilation  of  the  bank." 

5.  One  bank  of  issue  -would  lead  to  the  substitution  of  bills  of 
exchange,  or  some  other  form  of  credit  currency. — "Do  you 
conceive  that  it  would  have  any  effect  upon  what  you  have 
called  the  amount  of  the  circulation,  which  in  your 
opinion  is  required  at  different  times  of  the  year?  "  .  .  .  . 
"  I  think  it  would  have  a  considerable  effect  generally  in 
the  reduction  of  the  circulation  ;  because,  if  the  circula- 
tion was  issued  by  one  single  bank,  the  local  bankers  in 
the  respective  districts  would  have  no  interest  in  increasing 
the  amount  of  that  circulation,  and  hence,  in  places  where 
it  could  be  done,  the  bankers  would  most  likely  have  re- 
course to  a  bill  circulation,  and  they  would  substitute 
bills  for  the  circulation  of  this  one  bank  of  issue.  We 
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know  that  at  Manchester  and  Liverpool,  and  in  other 
places  in  that  district,  a  bill  circulation  a  short  time  ago 
was  almost  the  entii-e  circulation ;  and  it  was  not  till 
the  Bank  of  England  established  branches  in  those  places 
that  the  bill  circulation  became  considerably  reduced  ;  and 
even  then  the  bank  obtained  a  circulation  in  those  places 
only  by  offering  thedr  notes  to  country  bankers  at  a  reduced 
rate  of  interest.  Now,  if  you  had  only  one  bank  of  issue, 
it  is  not  to  be  supposed  that  the  country  bankers  would 
obtain  those  notes  at  a  reduced  rate  of  interest,  and  con- 
sequently they  would  have  no  advantage  in  getting  them 
into  circulation  ;  they  would  fall  back  upon  their  bill  cir- 
culation, upon  which  they  got  a  profit,  and  the  amount  of 
note  circulation  would,  I  think,  be  considerably  reduced." 

6.  With  one  l>aiik  of  issue  the  reactions  of  the  Foreign  Ex- 
changes would  produce  great  and  universal  distress,  and  yet 
not  accomplish  that  constant  conformity  between  the  London 
and  country  circulation  which  is  sought  to  \>e  attained. — "  Do 
you  conceive  that  such  a  change  as  has  been  contemplated, 
namely,  the  abolition  of  country  bank  notes,  would  pro- 
duce any  effect  upon  the  foreign  exchanges  ?".... 
"  The  effect  upon  the  foreign  exchanges  would  depend 
upon  the  principle  upon  which  the  single  bank  of  issue 
was  conducted.  If  conducted  merely  by  issuing  gold  for 
notes  and  notes  for  gold,  I  consider  that  when  the  foreign 
exchanges  were  favourable,  and  brought  in  a  large  amount 
of  gold,  then  there  would  be  a  large  amount  of  notes  put 
into  circulation.  I  think  that  was  the  case  in  183  7  and 
1838,  although  the  Bank  of  England  did  not  issue  to  such 
an  extent  as,  upon  the  principle  assumed,  this  one  bank  of 
issue  would  be  compelled  to  do.  I  consider  that  thus  this 
large  amount  of  notes  put  into  circulation  against  the  im- 
portation of  gold  would  reduce  the  rate  of  interest,  would 
excite  speculation,  and  lead  to  foreign  investments  ;  that  a 
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reaction  would  then  take  place,  and  the  amount  of  con- 
traction would  be  very  considerable,  so  as  to  produce  very 
great  distress." 

••  Xow,  whether  you  have  different  banks,  or  whether 
you  have  only  one  bank,  if  there  is  a  certain  amount  of 
circulation  in  the  country,  and  a  certain  amount  in  London, 
and  the  Bank  of  England,  or  the  central  bank,  purchase  a 
large  amount  of  bullion  in  London,  that  immediately 
disturbs  the  proportion  that  existed  between  the  London 
circulation  and  the  country  circulation  ;  and,  on  the  other 
hand,  if  there  is  a  demand  for  bullion  to  go  abroad,  and 
bullion  is  sold  at  the  central  office,  that  will  contract  the 
circulation,  and  contract  it  much  more  than  it  could  be 
immediately  contracted  in  the  country.  If,  therefore,  the 
liability  to  a  disproportion  in  amount  between  the  country 
and  the  London  circulation  is  a  defect  in  the  existing 
system,  it  is  a  defect  which  the  establishment  of  only  one 
bank  of  issue  will  not  remedy." 

7.  The  establishment  of  one  bank  of  issue  would  eml 
the  fiscal  operations  of  the  Government. — "  I  may  now  state, 
with  reference  to  the  payment  of  the  public  dividends, 
that  the  Bank  of  England  advances  loans  in  December, 
before  the  dividends  are  paid,  which  loans,  are  discharged 
after  the  dividends  are  paid,  and  thus  the  fluctuation  in  the 
currency  is  very  considerably  diminished  from  what  it  other- 
wise would  be.  Now,  if  we  had  a  bank  that  could  not  do 
this,  if  the  currency  were  issued  upon  what  have  been 
called  currency  principles,  then  the  Chancellor  of  the 
Exchequer  must  have  the  whole  amount  of  the  January 
dividends  in  his  strong  room  before  he  could  pay  those 
dividends.  Out  of  the  circulation  of  England  and  TVales, 
consisting  of  about  .£28,000,000,  you  must  collect  eight 
millions  and  a  half,  and  lock  them  up  in  the  custody  of  the 
Government  previously  to  the  payment  of  the  dividends  ; 
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then  you  pay  out  in  a  mass  these  eight  millions  and  a  half, 
and  that  in  a  state  of  contracted  currency  ;  and  thus  you  go 
on,  four  times  in  the  year,  producing  the  most  violent  and 
most  extravagant  fluctuations  :  whereas  now,  by  the  excel- 
lent plan  adopted  by  the  Bank  of  England  in  issuing  her 
notes  before  the  payment  of  the  dividends,  by  means  of 
loans,  which  are  discharged  after  the  payment  of  the 
dividends,  notwithstanding  you  pay  eight  millions  and 
a  half  of  dividends,  you  produce  a  fluctuation  in  the 
currency  of  only  two  millions  and  a  half." 

8.  The  principle  of  one  lank  of  issue  cannot  be  applied  to 
the  various  currencies  of  the  United  Kingdom. — "  What  is 
the  general  conclusion  which  you  propose  to  draw  from  the 
tables  you  have  put  in  ?  "  .  .  .  .  "  The  general  -conclusion 
I  would  draw  is,  that  the  Bank  of  England  is  governed  by 
certain  laws  which  do  not  apply  to  the  country  circulation ; 
that  the  country  circulation  of  England  is  also  governed 
by  laws  peculiar  to  itself ;  that  the  circulation  of  Ireland 
is  also  governed  by  laws  peculiar  to  itself  ;  that  the  cir- 
culation of  Scotland  is  also  governed  by  laws  peculiar  to 
itself;  that  those  respective  circulations  are  all  governed 
by  uniform  laws,  as  is  shown  by  their  arriving  at  nearly 
the  same  point  at  the  same  period  of  the  year ;  and,  there- 
fore, that  you  cannot  introduce  any  system  by  which  all 
those  various  circulations,  governed  by  different  laws,  can 
be  arr^lgamated  into  one  system  ;  that  such  a  system 
would  be  at  variance  with  itself,  and  would  tend  to  destroy 
that  beautiful  system  of  country  banking  which  now 
exists  in  this  country — a  system  which  has  tended  very 
much  to  the  prosperity  of  this  country,  which,  by  re- 
ceiving the  surplus  capital  of  different  districts,  and  giving 
out  the  capital  for  the  encouragement  of  trade,  calls  forth 
all  the  natural  resources  of  the  country,  and  puts  into 
motion  the  industry  of  the  nation,  and  at  the  same  time 
supplies  a  circulation  which  expands  and  contracts  in  each 
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district  according  as  it  is  required  by  the  trade  or  agri- 
culture of  the  district.  Those  expansions  or  contractions 
take  place  at  different  periods  of  the  year  in  different 
districts  ;  the  circulation  expands  when  the  wants  of  trade 
require  it,  and  when  no  longer  wanted  it  again  returns  ; 
and  I  think  this  beautiful  system,  in  the  language  of  the 
resolutions  passed  by  the  deputies  from  the  joint-stock 
banks,  '  has  greatly  promoted  the  agriculture,  trade, 
mining,  and  general  industry  of  the  nation,  and  that  equal 
advantages  cannot  be  produced  by  one  bank  of  issue.'  " 

We  shall  conclude  this  section  by  copying  the  corre- 
spondence between  the  First  Lord  of  the  Treasury  and  the 
Chancellor  of  the  Exchequer  and  the  Bank  of  England 
respecting  the  suspension  of  the  Act  of  1844  :  — 

"Downing  Street,  Oct.  25th,  1847. 


"  Her  Majesty's  Government  have  seen  with  the 
deepest  regret  the  pressure  which  has  existed  for  some 
weeks  upon  the  commercial  interests  of  the  country,  and 
that  this  pressure  has  been  aggravated  by  a  want  of  that 
confidence  which  is  necessary  for  carrying  on  the  ordinary 
dealings  of  trade. 

"  They  have  been  in  hopes  that  the  check  given  to  deal- 
ings of  a  speculative  character,  the  transfer  of  capital  from 
other  countries,  the  influx  of  bullion,  and  a  feeling  which  the 
knowledge  of  these  circumstances  might  have  been  expected 
to  produce,  would  have  removed  the  prevailing  distrust. 

"  They  were  encouraged  in  this  expectation  by  the 
speedy  cessation  of  a  similar  state  of  feeling  in  the  month 
of  April  last. 

"  These  hopes  have,  however,  been  disappointed,  and 
Her  Majesty's  Government  have  come  to  the  conclusion 
that  the  time  has  arrived  when  they  ought  to  attempt,  by 
some  extraordinary  and  temporary  measure,  to  restore  con- 
fidence to  the  mercantile  and  manufacturing  community. 
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"  For  this  purpose,  they  recommend  to  the  Directors  of 
the  Bank  of  England  in  the  present  emergency  to  enlarge 
the  amount  of  their  discounts  and  advances  upon  approved 
security  ;  but  that  in  order  to  retain  this  operation  within 
reasonable  limits  a  high  rate  of  interest  should  be 
charged. 

"  In  present  circumstances  they  would  suggest  that  the 
rate  of  interest  should  not  be  less  than  eight  per  cent. 

"  If  this  course  should  lead  to  any  infringement  of  the 
existing  law,  Her  Majesty's  Government  will  be  prepared 
to  propose  to  Parliament  on  its  meeting  a  Bill  of  In- 
demnity. They  will  rely  upon  the  discretion  of  the 
directors  to  reduce  as  soon  as  possible  the  amount  of  their 
notes  if  any  extraordinary  issue  should  take  place,  within 
the  limits  prescribed  by  law. 

"  Her  Majesty's  Government  are  of  opinion  that  any 
extra  profit  derived  from  this  measure  should  be  carried 
to  the  account  of  the  public,  but  the  precise  mode  of  doing 
so  must  be  left  to  future  arrangement. 

"  Her  Majesty's  Government  are  not  insensible  of  the 
evil  of  any,departure  from  the  law  whrcii  has  placed  the 
currency  of  this  country  upon  a  sound  basis  ;  but  they  feel 
confident  that,  in  the  present  circumstances,  the  measure 
which  they  have  proposed  may  be  safely  adopted,  and  at 
the  same  time  the  main  provisions  of  that  law,  and  the 
vital  principle  of  preserving  the  convertibility  of  the  bank 
note,  may  be  firmly  maintained. 

"  We  have  the  honour  to  be,  Gentlemen, 
"  Your  obedient,  humble  Servants, 

(Signed)          "  J.  KUSSELL. 

"  CHAKLES  WOOD. 

"  The  Governor  and  Deputy  Governor 
"  of  the  Bank  of  England." 
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'•  Bank  of  England.  Oct.  25th,  1847. 
"  GEXTLEMEX, 

••  We  have  the  honour  to  acknowledge  your  letter 
of  this  day's  date,  which  we  have  submitted  to  the  Court 
of  Directors,  and  we  enclose  a  copy  of  its  Resolutions, 
thereon. 

••  We  have  the  honour  to  be,  Gentlemen, 
"  Tour  most  obedient  Servants, 

"  JAMES  MOBBIS,  Governor. 

"  H.  J.  PEESCOTT,  Deputy  Governor."' 

At  a  Court  of  Directors,  at  the  Bank  of  England,  Mon- 
day, October  25,  1847  : — 

"  Resolved — 

"  1.  That  this  Court  do  accede  to  the  recommendation: 
contained  in  the  letter  from  the  First  Lord  of  the  Treasurv 
and  the  Chancellor  of  the  Exchequer,  dated  this  day,  and 
addressed  to  the  Governor  and  Deputy  Governor  of  the 
Bank  of  England,  which  has  just  been  read. 

"  2.  That  the  minimum  rate  of  discount  on  bills  not 
having  more  than  ninety-five  days  to  run  be  8  per  cent. 

"  3.  That  the  advances  be  made  on  bills  of  exchange,  on 
stock,  exchequer  bills,  and  other  approved  securities,  in 
sums  of  not  less  than  two  thousand  pounds,  and  for  a 
period  to  be  fixed  by  the  Governors,  at  the  rate  of  8  per 
cent,  per  annum." 

"  Downing  Srreet,  Xov.  23rd,  1S47. 
"  GENTLEMEN, 

"  Her  Majesty's  Government  have  watched  with 
the  deepest  interest  the  gradual  revival  of  confidence  in 
the  commercial  classes  of  the  country. 

"  They  have  the  satisfaction  of  believing  that  the  course- 
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adopted  by  the  Bank  of  England,  oil  their  recommenda- 
tion, has  contributed  to  produce  this  result,  whilst  it  has 
led  to  no  infringement  of  the  law. 

"  It  appears  from  the  accounts  which  you  have  trans- 
mitted to  us,  that  the  Reserve  of  the  Bank  of  England  has 
been  for  some  time  steadily  increasing,  and  now  amounts  to 
.£5,000,000.  This  increase  has  in  a  great  measure  arisen 
from  the  return  of  notes  and  coin  from  the  country. 

"  The  bullion  exceeds  .£10,000,000,  and  the  state  of  the 
exchanges  promises  a  further  influx  of  the  precious 
metals. 

"  The  knowledge  of  these  facts  by  the  public  is  calculated 
to  inspire  still  further  confidence. 

"  In  these  circumstances  it  appears  to  Her  Majesty's 
Government  that  the  purpose  which  they  had  in  view  in 
the  letter  which  we  addressed  to  you  on  the  25th  October 
has  been  fully  answered,  and  that  it  is  unnecessary  to  con- 
tinue that  letter  any  longer  in  force. 

"  "We  have  the  honour  to  be,  Gentlemen, 
"  Your  obedient,  humble  Servants, 

(Signed)  "  J.  RUSSELL. 

"  CHA.KLES  WOOD. 

"  The  Governor  and  Deputy  Governor 
of  the  Bank  of  England." 

"  Bank  of  England,  Nov.  23rd,  1847. 
"  GENTLEMEN, 

"  We  have  the  honour  to  acknowledge  the  receipt 
of  your  letter  of  this  day's  date,  in  which  you  communicate 
to  us  that  in  consequence  of  the  gradual  revival  of  con- 
fidence in  the  commercial  classes  of  the  country,  it  appears 
to  Her  Majesty's  Government  that  the  object  they  had  in 
view  in  the  letter  they  addressed  to  us  on  the  25th  October 
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has  been  fully  answered,  and  that  it  is  unnecessary  to  con- 
tinue that  letter  any  longer  in  force. 

"  We  have  the  honour  to  be,  Gentlemen, 
"  Tour  most  obedient  Servants, 

"  JAMES  MORRIS,  Governor. 

"  H.  J.  PR E SCOTT,  Deputy  Governor. 

"  To  the  First  Lord  of  the  Treasury  and  the 
Chancellor  of  the  Exchequer." 
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SECTION  XXIX. 

THE    LONDON   PRIVATE   BANKKKS. 

ID  Y  the  Bank  Charter  Act  of  1844  (7  &  8  Viet.  c.  32, 
~*-  s.  21),  it  was  enacted  "that  every  hanker  in  England 
and  "Wales,  who  is  now  carrying  on,  or  shall  hereafter 
cari;y  on  business  as  such,  shall,  on  the  first  day  of  January 
in  each  year.,  or  within  fifteen  days  thereafter,  make  a  re- 
turn to  the  Commissioners  of  Stamps  and  Taxes  at  their 
head  office  in  London,  of  his  name,  residence,  and  occupa- 
tion, or  in  the  case  of  a  company  or  partnership,  of  the 
name,  residence,  and  occupation  of  every  person  composing 
Dr  being  a  member  of  such  company  or  partnership,  and 
also  the  name  of  the  firm  under  which  such  banking 
company  or  partnership  carry  on  the  business  of  banking, 
and  of  every  place  where  such  business  is  carried  on  ;  and 
if  any  such  banker,  company,  or  partnership,  shall  omit  or 
refuse  to  make  such  return  within  fifteen  days  after  the 
said  first  day  of  January,  or  shall  wilfully  make  other  than 
a  true  return  of  the  persons  as  herein  required,  every 
banker,  company,  or  partnership  so  offending,  shall  forfeit 
and  -pay  the  sum  of  <£50 ;  and  the  said  Commissioners  of 
Stamps  and  Taxes  shall,  on  or  before  the  first  day  of  March 
in  every  year,  publish  in  some  newspaper  circulating  within 
each  town  or  county  respectively,  a  copy  of  the  return  so 
made  by  every  banker,  company,  or  partnership  carrying 
on  the  business  of  bankers  within  such  town,  or  county 
respectively,  as  the  case  may  be." 

This  was  the  first  time  that  any  of  the  banking  com- 
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panies  in  London  were  required  to  make  returns  to 
Government  of  the  number  or  names  of  their  partners. 
All  banks  that  issued  notes  were  required,  when  they  ap- 
plied for  a  licence,  to  name  their  partners ;  but  as  none  of 
the  London  bankers  issued  notes,  they  required  no  licence, 
and  made  no  return.  Nor  did  the  joint-stock  banks 
established  in  London  make  any  returns  to  the  Govern- 
ment of  their  partners.  For  as  they  did  not  possess,  until 
1844,  the  power  of  suing  and  being  sued  in  the  name  of 
their  public  officers,  they  did  not  register,  at  any  Govern- 
ment office,  the  names  of  their  partners,  though,  in  some 
cases,  these  names  were  appended  to  the  Annual  Eeports 
of  the  directors.  This  Act  came  into  operation  in  January, 
184-5,  and  we  have  now,  therefore,  the  means  of  obtaining 
the  names  of  all  the  partners  in  all  the  banking  establish- 
ments throughout  England  and  Wales.1 

The  Act  not  only  requires  that  the  bankers  shall  make 
these  returns  between  the  first  and  fifteenth  of  January  in 
each  year,  it  requires  also,  that  the  Commissioners  of 
Stamps  and  Taxes  shall  publish  them  before  the  first  of 
March  following,  in  some  newspaper  that  circulates  within 
the  town  or  county  in  which  the  bankers  making  the  return 
carry  on  their  business.  The  returns  from  the  London 
banks  are  published  in  supplements  to  the  "  London 
Gazette,"  which  we  presume  is  considered  to  be  a  news- 
paper within  the  meaning  of  the  Act. 

The  particulars  required  to  be  returned  by  the  Act,  and 
stated  in  the  "  Gazette,"  are,  the  name  of  the  firm  or  com- 
pany ;  the  name,  residence,  and  occupation  of  the  persons  of 
whom  the  company  or  partnership  consists  ;  and  the  name 
of  the  place  or  places  where  the  business  is  carried  on. 

The  Clearing  Banks  are  banks  of  deposit  and  of  discount, 
and  they  act  as  agents  to  the  country  banks.  The  banks 
1  These  are  inserted  every  year  in  the  Banking  Almanac. 

II.  L 
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in  Fleet  Street  and  in  Westminster  do  not  usually  dis- 
count bills  for  their  customers,  nor  act  as  agents  to  country 
"banks.  Their  connections  embrace  chiefly  the  clergy,  the 
gentry,  and  the  nobility.  Their  loans  to  their  customers 
are  chiefly  upon  landed  security,  and  they  are  supposed  to 
hold  a  large  amount  of  exchequer  bills  and  other  Govern- 
ment securities.  Few  of  the  London  private  bankers  allow 
interest  on  deposits,  or  charge  commission  on  town  accounts. 
Those  who  act  as  agents  to  country  banks  charge  a  com- 
mission on  the  debit  side  of  the  account,  and  some  of  them 
allow  interest  on  the  daily  balance.  Instead  of  a  pro  raid 
commission,  some  country  banks  pay  their  agent  by  a  fixed 
annual  payment,  or  by  keeping  in  his  hands  a  certain 
balance  without  interest.  None  of  the  present  London 
bankers  have  ever  issued  notes,  though,  until  the  year 
1844,  they  had  legally  the  power  of  doing  so.  Most  of 
them  issue  "  Circular  Notes,"  for  the  use  of  travellers  on 
the  Continent. 

The  following  is  a  summary  of  part  of  the  evidence  de- 
livered before  the  Bank  Committee  of  1832,  by  George 
Carr  Glyn,  Esq.,  respecting  the  London  bankers  : — 

"  There  are  sixty-two  private  banks  in  the  metropolis, 
none  of  which  for  the  last  fifty  years  have  issued  notes  of 
their  own,  though  it  would  seem  that  such  of  them  as  con- 
sist of  fewer  than  six  partners  might  lawfully  circulate 
their  own  paper  if  they  pleased.  As  they  act  entirely 
with  the  Bank  of  England  paper,  it  is  doubtful  whether 
there  be  any  limit  to  the  number  of  partners  of  which 
London  private  banks  may  consist.  They  receive  deposits, 
upon  which  they  pay  no  interest.  The  system  of  allowing 
interest  on  deposits  was  formerly  tried  in  London,  but  the 
houses  that  attempted  it  invariably  failed.  The  deposits 
held  by  the  London  bankers  are  generally  composed  of 
very  large  sums,  which  are  necessarily  payable  on  demand  ; 
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and  hence  they  cannot  be  made  use  of  to  the  same  extent 
as  those  which  are  entrusted  to  country  bankers,  and 
•which,  \vhenever  interest  is  allowed,  are  usually  left  with 
them  for  a  stipulated  period.  On  the  other  hand,  in  all 
ordinary  transactions,  the  London  banks  charge  no  com- 
mission to  their  customers. 

'•"  The  London  banks,  in  order  to  be  able  to  meet  their 
engagements,  usually  keep  a  large  deposit,  nearly  equal, 
perhaps,  to  half  of  what  they  hold  in  reserve,  in  the  Bank 
of  England  ;  a  portion  of  their  current  funds  they  neces- 
sarily hold  at  home  in  bank  paper,  and  a  small  amount  in 
gold.  Their  deposit  in  the  bank  they  consider  as  so  many 
notes  in  their  drawer,  liable  to  be  called  out  by  the  daily 
fluctuations  in  the  accounts  of  their  customers.  The 
balances  in  their  hands,  often  very  large,  are  frequently 
withdrawn  without  notice ;  hence  their  intercourse  is  almost 
hourly  with  the  Bank  of  England,  from  which  they  receive 
every  facility. 

"  In  order  to  turn  their  funds  to  profit,  the  London 
bankers  employ  as  much  money  as  they  can  amongst  their 
customers.  They  invest  a  considerably  larger  proportion 
of  their  deposits  in  bills  of  exchange  and  promissory  notes 
than  in  public  securities.  The  city  banker  is,  however, 
under  a  disadvantage  in  this  respect,  which  is  not  felt  by 
the  banker  at  the  west  end  of  the  town.  The  latter  may. 
to  a  certain  extent,  depend  upon  the  use  of  the  money  de- 
posited with  him,  as  his  accounts  are  usually  those  of 
country  gentlemen,  and  individuals  out  of  trade ;  whereas 
the  former,  whose  accounts  are  principally  those  of  persons 
actively  engaged  in  commercial  or  money  operations,  can 
hardly  know  three  days  beforehand  what  the  amount  of 
his  deposits  may  be  at  any  given  period.  The  London 
bankers  are  obliged  to  employ  their  money  occasionally  at 
a  very  low  rate  of  interest.  In  some  cases,  it  may  hare 
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been  within  the  last  twelve  months,  2£  per  cent. ;  but  the 
average  has  been  from  3  to  3|,  and  it  has  fairly  kept  at 
that  rate.  The  highest  rate  has  been  4  for  short  bills, 
but  5  has  been  charged  for  bills  of  twelve  or  eighteen 
.months." 

The  circumstances  that  attended  the  failure  of  Messrs. 
Strahan  and  Co.  have  called  attention  to  the  following  sec- 
tion respecting  bankers  inserted  in  the  Act  7  &  8  Geo.  IV. 
c.  49. 

"  Agents  embezzling  Money  entrusted  to  iliem  to  ~be  applied  to- 
any  special  Purpose  ;  or  embezzling  any  Goods  or  valuable 
Security  entrusted  to  them  for  safe  custody,  or  for  any 
special  Purpose,  guilty  of  a  Misdemeanour. 

"  And,  for  the  Punishment  of  Embezzlements  com- 
mitted by  Agents  entrusted  with  Property,  be  it  enacted, 
That  if  any  Money,  or  Security  for  the  Payment  of  Money, 
shall  be  entrusted  to  any  Banker,  Merchant,  Broker,  At- 
torney, or  other  Agent,  with  any  Direction  in  Writing  to- 
apply  such  Money,  or  any  Part  thereof,  or  the  Proceeds  or 
any  part  of  the  Proceeds  of  such  Security,  for  any  Purpose 
specified  in  such  Direction,  and  he  shall,  in  violation  of 
good  Faith,  and  contrary  to  the  Purpose  so  specified,  in 
anywise  convert  to  his  own  Use  or  Benefit  such  Money,. 
Security,  or  Proceeds,  or  any  Part  thereof  respectively,, 
every  such  Offender  shall  be  guilty  of  a  Misdemeanour, 
and  being  convicted  thereof,  shall  be  liable,  at  the  Discre- 
tion of  the  Court,  to  be  transported  beyond  the  Seas  for 
any  Term  not  exceeding  Fourteen  Years  nor  less  than 
Seven  Years,  or  to  suffer  such  other  Punishment  by  Fine 
or  Imprisonment,  or  by  both,  as  the  Court  shall  award ; 
and  if  any  Chattel  or  valuable  Security,  or  any  Power  of 
Attorney  for  the  Sale  or  Transfer  of  any  Share  or  Interest 
in  any  Public  Stock  or  Fund,  whether  of  this  Kingdom,  or 
of  Great  Britain  or  of  Ireland,  or  of  any  Foreign  State,  or 


PRACTICE   OF    BA.XK1XG.  149 

in  any  Fund  of  any  Body  Corporate,  Company,  or  Society, 
shall  be  entrusted  to  any  Banker,  Merchant,  Broker,  At- 
torney, or  other  Agent,  for  safe  Custody,  or  for  any  special 
Purpose,  without  any  Authority  to  sell,  negotiate,  transfer, 
or  pledge,  and  he  shall,  in  violation  of  good  Faith  and 
contrary  to  the  Object  or  Purpose  for  which  such  Chattel, 
Security,  or  Power  of  Attorney  shall  have  been  entrusted 
to  him,  sell,  negotiate,  transfer,  pledge,  or  in  any  Manner 
convert  to  his  own  Use  or  Benefit  such  Chattel  or  Securitv, 
or  the  Proceeds  of  the  same,  or  any  Part  thereof,  or  the 
Share  or  Interest  in  the  Stock  or  Fund  to  which  such 
Power  of  Attorney  shall  relate,  or  any  Part  thereof,  every 
such  Offender  shall  be  guilty  of  a  Misdemeanour,  and, 
being  convicted  thereof,  shall  be  liable,  at  the  Discretion 
of  the  Court,  to  any  of  the  Punishments  which  the  Court 
may  award,  as  hereinbefore  last  mentioned." 

But  it  was  said  that  the  parties  could  escape  punishment 
if  they  complied  with  the  52nd  Section  of  the  Act. 

"  Provided  always,  and  be  it  enacted,  That  nothing  in 
this  Act  contained,  nor  any  Proceeding,  Conviction,  or 
Judgment  to  be  had  or  taken  thereupon,  against  any 
Banker,  Merchant,  Broker,  Factor,  Attorney,  or  other 
Agent  as  aforesaid,  shall  prevent,  lessen,  or  impeach  any 
Eemedy  at  Law  or  in  Equity  which  any  Party  aggrieved 
by  any  such  Offence  might  or  would  have  had  if  this  Act 
had  not  been  passed ;  but  nevertheless  the  Conviction  of 
any  such  Offender  shall  not  be  received  in  Evidence  in 
any  action  at  Law  or  Suit  in  Equity  against  him ;  and  no 
Banker,  Merchant,  Broker,  Factor,  Attorney,  or  other  Agent 
as  aforesaid,  shall  be  liable  to  be  convicted  by  any  Evidence 
whatever  as  an  offender  against  this  Act,  in  respect  of  any 
Act  done  by  him,  if  he  shall  at  any  Time  previously  to  his 
being  indicted  for  such  Offence  have  disclosed  such  Act,  on 
Oath,  in  consequence  of  any  compulsory  Process  of  any  Court 
of  Law  or  Equity  in  any  Action,  Suit,  or  Proceeding  ichich 
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shall  have  been  bond  fide  instituted  by  any  Party  aggrieved, 
or  if  he  shall  have  disclosed  the  same  in  any  Examination  or 
Deposition  before  any  Commissioners  of  Bankruptcy." 

Messrs.  Strahan,  Paul,  and  Bates  stopped  payment  the 
llth  June,  1855.  They  were  made  bankrupts,  and  on  the 
25th  June  they  voluntarily  declared,  in  the  Court  of  Bank- 
ruptcy, that  securities  amounting  to  ,£113,000,  lodged  with 
them  by  their  customers  for  safe  custody,  had  been  sold 
or  otherwise  parted  with,  and  the  proceeds  applied  to  their 
own  use.  They  were  committed  for  trial,  and  it  was 
presumed  they  intended  to  plead  the  above  clause  in  the 
Act,  in  the  hope  that  it  would  save  them  from  punish- 
ment.1 

1  Strahan,  Paul,  and  Bates  were  tried  at  the  October,  1855,  session  of 
the  Central  Criminal  Court.  They  pleaded  not  guilty,  and  Sir  F. 
Thesiger  applied,  on  their  behalf,  to  plead  in  addition  52nd  sect,  of  7  & 
8  Geo.  IV.  c.  29.  They  were  not  allowed  to  plead  it  in  addition ;  but 
the  point,  among  others,  was  raised  by  Serjeant  Byles  in  his  address  to 
the  jury  for  Paul.  It  appeared  that  the  statement  made  by  the  prisoners 
in  the  Bankruptcy  Court  (coupled  with  the  account  to  which  it  referred) 
merely  disclosed  a  dealing  in  April,  1855,  with  certain  Danish  Bonds 
which  had  been  purchased  by  the  prisoners  in  substitution  for  certain 
other  similar  bonds  deposited  with  them  by  the  prosecutor,  and  which 
they  had  previously  converted,  for  which  conversion  of  the  original  (not 
the  substituted)  bonds  they  were  indicted,  but  that  the  statement  also 
referred  the  assignees  to  certain  of  the  firm's  books,  in  which  the 
conversion  of  the  original  bonds  appeared.  The  presiding  judge  (Alder- 
son),  in  summing  up,  ruled  that  the  statement  was  an  insufficient  dis- 
closure, in  not  relating  to  the  original  bonds,  which  were  the  subject 
matter  of  the  indictment ;  and  then  continued : — "  It  never  could  have 
been  intended  that  a  person  by  voluntarily  disclosing  any  act  could 
evade  the  penalties  of  the  misdemeanour  to  which  such  act  had  rendered 
him  liable.  People  cannot  thus  be  allowed  to  play  fast  and  loose  with 
the  criminal  law ;  now  rendering  themselves  liable  to  be  transported  for 
fourteen  years,  and  then,  by  a  mere  process  got  up  for  the  purpose, 
voluntarily  absolving  themselves  from  the  consequence  of  their  acts." 

Baron  Martin  and  Justice  Willes  concurred 
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SECTION  XXX. 

LONDON    JOINT-STOCK    BANKS. 

A  S  an  introduction  to  the  joint- stock  tanks  of  London, 
^  we  avail  ourselves  of  the  following  sketch  of  the  his- 
tory of  joint-stock  banking  which  we  find  in  Mr.  H.  D. 
Macleod's  elaborate  and  accurate  work.  "We  do  this  with 
the  greater  satisfaction  on  account  of  the  testimony  it 
"bears,  by  implication,  to  the  merits  of  the  late  Mr.  Gilbart, 
and  the  "  enormous  difficulties  "  talent  and  energy  such  as 
his  alone  could  have  surmounted  :— 

"  An  attempt  in  1823  to  gain  the  consent  of  the  Bank  of 
England  to  give  up  the  privileges  of  their  Charter,  so  far 
as  to  permit  joint-stock  banks  to  be  formed  in  the  country, 
having  failed,  even  though  a  bribe  was  offered,  nothing 
further  took  place  till  1826,  when  the  disasters  of  the 
preceding  year  being  very  generally  attributed  to  the  im- 
proper management  of  the  country  banks,  the  Ministry 
were  powerful  enough  to  compel  the  Bank  to  give  up  its 
unjustifiable  monopoly,  and  at  length  agreed  to  permit 
joint-stock  banks  to  be  formed  beyond  sixty-five  miles 
from  the  metropolis.  The  Statute  1826,  c.  46,  was  passed 
for  this  purpose. 

"  This  Act  made  no  provisions  regarding  the  constitution 
or  capital  of  these  companies.  Each  one  was  allowed  to 
devise  a  constitution  for  itself ,  to  name  its  own  capital,  and 
to  make  any  public  announcement  regarding  it  that  it 
pleased.  The  formation  of  joint-stock  banks  under  this 
Act  proceeded  very  slowly  at  first,  not  more  than  four  or 
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five  being  formed  in  as  many  years.  In  fact,  such  bants 
could  only  be  successfully  formed  by  influential  persons, 
and,  of  course,  each  of  these  had  already  his  own  bank, 
which  he  would  naturally  be  unwilling  to  injure  by  the 
formation  of  so  powerful  a  rival.  The  first  joint-stock 
bank  was  formed  at  Lancaster,  the  next  at  Bradford,  and 
another  at  Norwich,  before  any  one  was  formed  at  one  of 
the  great  manufacturing  towns.  It  was  not  till  the  pros- 
perous years  of  1833-34-35-36,  that  any  very  remarkable 
increase  took  place  in  their  numbers.  In  these  years, 
however,  they  multiplied  rapidly,  more  especially  in  1836, 
when  upwards  of  forty  were  established  in  the  spring. 

"  On  the  renewal  of  the  Bank  Charter  in  1833,  it  was 
determined  to  take  off  the  vexatious  restriction  of  prevent- 
ing banking  companies  making  their  bills  and  notes  for 
less  than  <£50,  payable  on  demand  by  their  agents  in 
London.  And  they  were  required  to  keep  weekly  accounts, 
to  be  verified  on  oath,  of  the  amount  of  their  notes  in  cir- 
culation, and  make  a  return  to  the  Commissioners  of 
Stamps  of  the  average  amount  in  circulation  every 
quarter. 

"  It  was  at  this  time  that  the  discovery  made  in  1822  by 
Mr.  Joplin,  that  the  Bank  Charter  did  not  prohibit  joint- 
stock  banks  being  formed  in  London,  and  carrying  on 
their  business  on  the  method  then  adopted  by  the  London 
bankers,  attracted  attention,  and,  on  the  case  being  sub- 
mitted to  the  law  officers  of  the  Crown,  they  confirmed 
this  view.  The  flank  of  the  monopoly  of  the  Bank  of 
England,  as  we  may  say,  being  turned  in  this  extraordinary 
and  unexpected  manner,  excited  much  consternation  and 
alarm  in  that  body,  and  they  requested  to  have  this  omis- 
sion rectified,  but  Lord  Althorp  decidedly  refused  anything 
of  the  sort,  and  told  them  that  the  bargain  was  that  their 
privileges  should  remain  as  they  were,  and  he  would  not 
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consent  to  any  extension  of  them.  To  remove  all  possible 
doubts  on  the  subject,  a  declaratory  clause  was  inserted  in 
the  Bank  Charter  Act,  expressly  permitting  joint-stock 
banks  to  be  formed,  provided  they  did  not  borrow,  or  take 
up  in  England,  any  sum  or  sums  of  money,  on  their  bill? 
or  notes  payable  on  demand,  or  at  any  less  time  than  six 
months  from  the  borrowing  thereof.  This  declaratory 
clause  was  not  long  in  being  acted  upon  ;  and  soon  after 
the  Act  was  passed,  measures  were  taken  to  constitute  a 
joint- stock  bank  in  London.  This  was  the  London  and 
Westminster  Bank,  which  has  since  been  managed  with 
such  distinguished  success. 

"  The  enormous  difficulties  which  must  have  attended 
the  successful  organization  of  this  great  establishment 
may  be  conceived  when  we  remember  that  it  was  not 
formed  under  the  Joint- Stock  Banking  Act  at  all,  which 
had  no  force  within  sixty-five  miles  of  London,  but  that  it 
was  nothing  but  an  ordinary  partnership  at  common  law. 
One  of  the  least  of  the  inconveniences  of  this  was  that  it 
could  not  maintain  an  action  at  law  for  the  most  trivial 
debt,  without  enumerating  all  and  each  of  the  partners, 
and  the  slightest  mistake  in  the  spelling  of  a  single  name 
would  at  that  time  have  vitiated  any  proceeding.  This 
bank  was  the  largest  common  law  partnership  which  has 
existed  in  England  ;  and  all  the  London  joint-stock  banks 
which  were  formed  before  the  Act,  Statute  18-44,  c.  113, 
are  nothing  but  common  law  partnerships.  The  excessive 
inconvenience  attending  this  state  of  things  led  to  a  bill 
being  brought  into  Parliament  to  enable  the  London  and 
Westminster  Bank  to  sue  and  be  sued  in  the  name  of  its 
chairman.  This  was  warmly  opposed  by  the  Bank  of 
England,  and  by  Lord  Althorp.  Nothing  could  be  more 
paltry  than  the  reasons  alleged  by  him  in  opposition  to  it, 
but  he  was  beaten  by  a  majority  of  141  to  35.  The 
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Government,  however,  had  influence  enough  to  have  the 
bill  thrown  out  in  the  Lords.  The  Bank  being  thus  de- 
feated, adopted  the  plan  of  making  all  contracts  through 
the  medium  of  trustees,  and  all  the  London  joint-stock 
banks  had  to  adopt  this  plan,  till  the  Joint-Stock  Banking 
Act  of  1844.  The  other  banks  formed  on  a  similar  plan  to 
the  London  and  Westminster,  are,  the  London  Joint- Stock 
Bank,  founded  in  1836  ;  the  Union  Bank,  in  1839  ;  the 
London  and  County  Bank,  in  1839 ;  and  the  Commercial 
Bank,  in  1840,  which  afterwards  wound  up  its  business. 

"  A  question,  however,  of  very  great  importance  soon 
arose.  It  was  a  settled  question  that  no  partnership  or 
corporation  consisting  of  more  than  six  persons  could 
accept  bills  at  any  less  date  than  six  months,  no  matter 
whether  they  were  a  banking  partnership  or  any  other.  It 
was  clear,  therefore,  that  the  bank  could  not  itself  directly 
accept  bills.  But  it  did  not  appear  that  the  words  of  the 
Act  prohibited  trustees  accepting  bills  for  a  less  date  on 
behalf  of  the  company.  Nor,  if  trustees  could  accept,  was 
there  anything  to  prevent  them  accepting  by  procuration. 
Consequently,  there  appeared  to  be  this  method  open  of 
circumventing  the  monopoly  of  the  Bank  of  England. 
On  the  21st  of  February,  1835,  the  Bank  of  St.  Albans 
drew  a  bill  for  <£25  upon  the  London  and  Westminster 
Bank,  payable  21  days  after  date  ;  which,  on  the  23rd,  was 
presented  for  acceptance  at  the  London  and  Westminster 
Bank,  and  was  accepted  in  the  following  form  : — 

Accepted, 

At  36,  Throgmorton-st.,  per  procuration  of 
the  trustees  of  the  London  and  Westminster  Bank, 

J.  W.  GILBART,  Manager. 

"  The  Bank  of  England  moved  for  an  injunction  to 
restrain  the  bank  from  accepting  bills  in  this  form,  and 
the  case  having  been  argued,  the  Court  of  Common  Pleas 
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held  that  it  was  aii  infraction  of  the  Bank  Charter  Act  of 
1833,  and  the  other  Acts  then  in  force  respecting  the  Bank 
of  England.  Accordingly,  the  Master  of  the  Eolls  granted 
an  injunction,  restraining  them  from  accepting  bills  at  less 
than  six  months'  date.  The  only  result  was,  that  the  bank 
paid  the  bills  drawn  upon  it  without  acceptance.  The 
London  and  Westminster  Bank  being  defeated  in  this 
manner,  the  London  Joint-Stock  entered  the  lists  against 
the  Bank  of  England  in  another  form.  It  agreed  with  a 
bank  in  Canada,  that  the  latter  might  draw  upon  Mr. 
George  Pollard,  who  might  accept  in  his  own  name,  and 
the  London  Bank  agreed  to  find  the  funds  to  meet  Mr. 
Pollard's  acceptances,  and  such  transactions  were  to  be 
matters  of  account  between  the  two  banks.  Mr.  Pollard 
was  not  a  shareholder  in  the  London  Bank ;  but  he  was 
their  manager,  and  the  transaction  was  substantially  an 
acceptance  by  the  bank.  The  House  of  Lords,  however, 
declared  this  ingenious  device  to  be  illegal,  as  it  was 
merely  doing  indirectly  what  they  were  forbidden  to  do 
directly.  Thus  ended  the  attempts  of  the  London  joint- 
stock  banks  to  free  themselves  from  this  monstrous 
oppression,  from  which  they  were  not  relieved  till  the  Act 
of  1844. 

"  It  was  always  held  at  common  law  that  a  man  could 
not  sue  himself.  Consequently,  if  the  same  individual  was 
member  of  two  partnerships,  they  could  not  go  to  law 
against  each  other.  The  consequence  of  this  was,  that  no 
partnership  could  sue  one  of  its  members,  or  vice  versa, 
and  if  the  same  person  had  shares  in  two  different  banks, 
they  could  not  have  sued  each  other  for  any  demands  or 
debts.  The  Statute  1838,  c.  96,  was  passed  to  remedy 
this  anomalous  state  of  matters.  It  enacted  that  a  bank- 
ing company  might  sue,  or  be  sued,  by  any  of  its  members, 
exactly  as  if  they  were  separate  individuals  ;  and  by  the 
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Statute  1840,  c.  Ill,  this  was  extended  to  criminal  cases, 
so  that  if  a  member  of  such  a  banking  partnership  steals 
or  embezzles  any  property  belonging  to  it,  of  any  descrip- 
tion, or  shall  commit  any  offence  against  it,  he  may  be 
indicted,  and  convicted  exactly  as  if  he  were  a  stranger. 

"  It  being  unlawful  for  spiritual  persons  to  engage  in 
any  trading  concerns,  and  such  partnerships,  of  which  any 
of  its  members  were  spiritual  persons,  being  held  to  be 
Toid  and  illegal,  it  was  suddenly  found  that  most  of  the 
banking  companies  in  England  were  illegal,  and  all  their 
contracts  void,  because  some  of  their  shareholders  were 
clergymen.  The  Act,  Statute  1841,,  c.  14,  was  passed  to 
remedy  this,  and  declared  that  such  partnerships  should 
not  be  illegal  and  void  ;  and  that  their  contracts  should 
not  be  illegal  and  void,  although  some  of  their  shareholders 
were  clergymen. 

"When  the  impediments  to  the  formation  of  joint- stock 
banks  beyond  sixty-five  miles  from  London  were  removed 
in  1826,  they  were  left  perfectly  free  as  to  the  provisions 
of  their  deeds  of  constitution,  their  nominal  and  their 
paid-up  capital,  and  all  the  details  of  management,  nor 
were  they  obliged  to  publish  any  accounts.  The  public, 
consequently,  were  perfectly  in  the  dark  as  to  the  magni- 
tude and  position  of  the  bank,  because  they  might  advertise 
that  their  nominal  capital  was  .£1,000,000,  divided  into 
any  number  of  shares.  But  no  one  had  any  means  of 
knowing  how  many  of  the  shares  were  taken  and  paid  upon. 
Consequently,  although  the  capital  of  the  bank  might  be 
advertised  in  the  papers  as  .£1,000,000,  no  one  could  tell 
whether  it  had  bond  fide  ,£500  paid  up. 

"  The  first  few  joint- stock  banks  having  been  apparently 
successful,  naturally  turned  speculation  into  that  channel. 
Numbers  of  new  banks  were  started  in  all  parts  of  the 
country,  and  many  private  bankers,  fearing  that  the  com- 
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petition  would  be  too  powerful  for  them,  united  and  formed 
themselves  into  joint-stock  banks.  The  rapid  growth  of 
these  establishments  led  to  much  mismanagement,  and 
many  disasters,  as  might  have  been  expected,  and  Com- 
mittees of  the  House  of  Commons  were  appointed  to- 
inquire  into  the  subject  in  1836-7  and  1840-1. 

"  The  great  abuses  which  were  revealed  in  the  course  of 
these  inquiries  determined  Sir  Robert  Peel,  who  was 
supposed  to  be  the  minister  who  par  excellence  understood 
banking,  to  bring  in  a  bill  to  regulate  the  future  constitu- 
tion of  these  establishments.  An  Act,  containing  many 
elaborate  provisions  for  this  purpose,  was  accordingly 
passed,  Statute  1844,  c.  113.  Fully  admitting  the  enor- 
mous evils  which  this  Act  was  intended  to  remedy,  we 
will  only  say  that  a  more  unfortunate  specimen  of  legisla- 
tion, or  one  more  entirely  unsuitable  to  the  nature  of  the 
business  it  related  to,  has  not  emanated  from  Parliament 
in  recent  times  ;  and,  being  found  to  be  an  unmitigated 
nuisance,  without  any  counterbalancing  advantages,  it  was 
wholly  repealed  in  1857. 

';  We  have  already  said  that  Sir  Robert  Peel's  Joint- 
Stock  Banking  Act,  Statute  1844,  c.  113,  was  found  to  be 
wholly  unsuitable  for  the  purposes  for  which  it  was  in- 
tended, and  that  it  was  totally  repealed.  This  was  done- 
by  the  Act,  Statute  1857,  c.  49.  The  principal  provisions 
of  this  Act  are  as  follows  : — 

"  I.  Every  company  formed  under  the  Acts,  Statute 
1844,  c.  113,  or  the  Statute  1845,  c.  75,  were  to  register 
themselves  before  the  1st  January,  1858,  under  the  said 
Act,  under  severe  penalties. 

"  II.  Any  banking  company,  consisting  of  seven  or  more 
persons,  having  a  capital  of  a  fixed  amount,  divided  into 
shares  also  of  a  fixed  amount,  and  legally  carrying  on  the 
business  of  banking  before  the  passing  of  the  Act,  may 
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register  itself  under  this  Act,  and  then  all  provisions  of 
any  Act,  letters  patent,  or  deed  of  settlement  constituting 
or  regulating  the  company,  as  are  inconsistent  with  the 
Joint-Stock  Companies'  Acts,  1856,  1857,  or  with  the  said 
Act,  are  thereby  repealed  in  regard  to  that  Company. 

"  III.  The  above  Banking  Acts  were  then  repealed  as  to 
any  future  companies,  and  as  to  existing  companies,  as 
soon  as  they  were  registered  under  this  Act. 

"  IV.  Seven  or  more  persons  might  register  themselves 
as  a  company,  other  than  a  limited  company,  under  this 
Act,  provided  the  shares  into  which  the  capital  of  the  com- 
pany is  divided  are  not  less  than  ,£100  each. 

"  V.  The  number  of  partners  permitted  iu  a  private 
bank  is  extended  to  ten. 

"  The  question  of  admitting  the  principle  of  limited 
liability  into  commercial  partnerships  in  this  country  has 
long  been  debated  with  much  acrimony.  The  old  theory 
of  the  law  was  expressed  by  Lord  Eldon,  who  said  that  a 
man  who  entered  into  a  commercial  partnership,  rendered 
himself  liable  '  to  his  last  shilling  and  his  last  acre '  for 
the  debts  of  the  company.  And  this,  no  doubt,  was  true, 
as  far  as  regards  ordinary  private  partnerships.  But  many 
great  companies  had  been  formed  and  incorporated,  in 
which  the  privilege  of  limited  liability  was  specially  con- 
ferred upon  them.  A  principle  may  be  good  when  applied 
to  ordinary  traders,  who  are  supposed  all  to  take  an  active 
part  in  the  business,  and  to  be  each  and  all  parties  to  every 
transaction.  But  in  the  case  of  great  companies  it  is 
rather  different.  In  them  tb.e  great  majority  of  the 
partners  are  specially  debarred  from  all  knowledge  of  the 
real  nature  of  the  transactions,  which  are  expressly  left  in 
the  hands  of  a  small  committee.  Now,  as  there  are  many 
great  objects  in  commerce  which  can  only  be  carried  out  by 
means  of  a  great  company,  and  it  was  obviously  desirable 
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that  they  should  be  carried  out,  it  has  long  been  the 
practice  in  granting  Acts  to  these  companies  to  limit  the 
liability  of  the  shareholders.  This  was  done  in  th%  case  of 
the  Bank  of  England  itself ;  in  railway  and  other  com- 
panies ;  also,  almost  universally,  in  the  charters  granted  to 
Colonial  banks.  But  for  a  very  long  time  the  application 
of  this  principle  to  private  partnerships  in  England  was 
vehemently  resisted.  However,  this  resistance  was  over- 
come in  1855,  and  in  that  year  an  Act  was  passed,  Statute 
5 ,  c.  133,  to  permit  the  formation  of  joint-stock  com- 
panies with  limited  liability.  However,  although  the 
principle  was  conceded  as  to  other  companies,  joint-stock 
banks  were  still  most  jealously  excluded,  on  account  of 
some  unintelligible  distinction  between  their  trading  and 

O 

other  trading.  In  the  Joint-Stock  Banking  Act  of  1857 
this  exclusion  was  still  strictly  maintained.  But  the 
terrible  examples  of  the  failures  of  joint-stock  banks  in 
l^o~  at  last  compelled  the  Legislature  to  yield,  and  in 
1858  an  Act  was  passed  to  extend  limited  liability  to 
banks. 

"  The  chief  provisions  of  this  Act,  Statute  1858,  c.  91, 
are: — 

'•'I.  So  much  of  the  last  mentioned  Statute  of  1857,  as 
prevented  banks  being  formed  on  the  principle  of  limited 
liability,  was  repealed. 

"  II.  All  banks  which  issue  promissory  notes  are  sub- 
to  unlimited  liability,  as  far  as  regards  their  notes, 
for  which  they  are  to  be  liable,  in  addition  to  the  sum  for 
which  they  are  to  be  liable  to  the  general  creditors. 

"  III.  Every  existing  banking  company  may  register 

.f  under  this  Act,  upon  giving  thirty  days'  notice  to 

each  and  all  of  its  customers.     Any  customer  to  whom 

it  may  fail  to   send  notice  retaining  his  full  rights  as 

before. 
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"  IV.  All  companies  formed,  or  registering  themselves, 
under  this  Act,  must,  on  the  1st  February  and  1st  August 
in  each  jjpar,  post  up  in  a  conspicuous  place  in  its  head 
office,  and  each  branch,  a  statement  of  its  liabilities  and 
assets,  made  up  in  a  form  prescribed  by  the  Act." 
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SECTION  XXXI. 

THE    COUNTRY    PRIVATE    BANKS. 

banks  cannot  have  more  than  ten  partners. 
They  are  banks  of  deposit,  of  loan,  and  of  discount. 
As  banks  of  deposit  they  usually  allow  interest  on  both 
deposits  and  balances  of  current  accounts,  and  charge  a 
commission  on  the  amount  of  the  transactions.  In  com- 
mercial or  manufacturing  districts,  their  advances  are 
usually  made  by  way  of  discount ;  in  agricultural  districts, 
frequently  by  loans.  They  remit  money  by  issuing  bills 
or  letters  of  credit  on  London,  or  they  direct  their  agents 
to  make  payments  to  bankers  or  other  parties  resident  in 
London.  As  banks  of  circulation,  they  have  at  various 
times  occupied  a  large  portion  of  public  attention,  and 
have  been  the  subject  of  much  legislation. 

Those  bankers  who  wish  to  issue  notes,  or  unstamped 
bills  of  exchange,  must  take  out  a  licence,  which  will  cost 
.£30,  and  must  be  renewed  every  year.  They  may  re- 
issue any  notes  not  above  the  value  of  ,£100  as  often  as 
they  think  proper.  And  should  any  of  the  firm  die  or  re- 
move from  the  business,  the  notes  may  be  issued  by  the 
remaining  partners.  But  they  cannot  be  re-issued  by  a 
new  firm  which  does  not  include  any  member  belonging  to 
the  firm  by  whom  the  notes  were  first  issued. 

If  the  half  of  a  note  be  lost  or  stolen,  a  banker  cannot 
be  compelled  to  give  a  new  note  in  exchange  for  the  re- 
maining half.  But  if  it  can  be  proved  that  one  half  of  a 

II.  M 
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now  is  burnt,  or  otherwise  destroyed,  then  the  holder  may 
perhaps  recover  the  note  from  the  banker. 

Ill  such  cases,  the  bankers  always  pay  the  value  of  the 
note  on  receiving  a  respectable  indemnity. 

Bankers  may  be  compelled  to  pay  whole  notes  that  have 
been  lost  or  stolen,  provided  the  holder  has  given  actual 
value  for  them. 

The  stamp  duty  on  country  notes  is  as  follows : — 


£   s. 
Notes  not  exceeding    I     0 


£    s. 


0    5  each. 


Exceeding 
Ditto     . 

.     1     0     and  n 
.     2     0 

Ditto     . 

.     5     0 

Ditto    . 

.    10     0 

Ditto    . 

.   20     0 

Ditto    . 

.  30     0 

Ditto    . 

.   50     0 

sding     2     0 

0  10      „ 

5     0 

1     3 

10     0 

1     9 

20     0 

2     0 

30     0 

3     0 

50     0 

5     0 

100     0 

8     6 

Country  banks  are  allowed  to  compound  for  the  stamp 
duties  on  their  notes,  at  the  rate  of  three  shillings  and  six- 
pence per  cent,  upon  the  half-yearly  amount  in  circulation, 
and  to  include,  on  the  same  terms,  their  bills  drawn  on 
London  at  twenty-one  days  after  date.  But  whether  a 
country  banker  compounds  for  the  stamp  duties  or  not,  he 
must  make  a  return  to  the  Government  of  the  amount  of 
his  notes  in  circulation  every  Saturday  night.  These  re- 
turns are  consolidated,  and  the  result  published  in  the 
"London  Gazette." 

I  am  not  aware  that  we  have  any  authentic  details  of 
the  rise  and  progress  of  country  banking  in  England.  It 
is  generally  understood  that  very  few  country  banks  existed 
previous  to  the  American  war — that  they  rapidly  increased 
after  the  termination  of  that  war — that  they  received  a 
severe  check  in  the  year  1793,  when  twenty- two  became 
bankrupt,  and  that  they  increased  with  wonderful  rapidity 
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after  the  passing  of  the  Bank  Kestriction  Act.  Since  the 
year  1808  every  bank  that  issues  notes  has  been  compelled 
to  take  out  an  annual  licence — and  since  1804,  the  notes 
have  been  subject  to  a  stamp  duty.  This  duty  was  in- 
creased in  1808,  and  again  in  1815. 

In  the  year  1775  bankers  -were  prohibited  by  Act  of 
Parliament  to  issue  notes  of  a  less  amount  than  20s.  And 
in  1777  they  were  prohibited  to  issue  notes  of  a  less 
amount  than  £5.  But  after  the  passing  of  the  Bank  Ee- 
striction Act  in  1797,  the  last  restriction  was  removed,  and 
the  country  banks  commenced  issuing  notes  of  <£!  and  £'2. 
And  in  1822  the  permission  to  issue  such  notes  was  con- 
tinued until  the  expiration  of  the  Bank  Charter  in  1833. 
But  after  the  memorable  panic  of  1825,  the  Government 
refused  to  issue  any  more  stamps  for  notes  under  £5,  and 
it  was  enacted  that  all  such  notes  already  stamped  should 
cease  to  be  issued  by  the  bankers  after  the  year  1829. 

The  speculations  that  preceded  the  panic  of  1825  were 
attributed  by  the  Government  of  the  day  to  a  wild  spirit 
of  speculation  fostered  by  the  country  banks.  To  guard 
against  the  recurrence  of  similar  evils,  not  only  were  notes 
under  d£5  abolished,  but  two  other  measures  were  intro- 
duced. Banks  of  issue,  consisting  of  more  than  six  part- 
ners, were  permitted  to  be  formed  at  a  greater  distance 
than  sixty-five  miles  from  London ;  and  the  Bank  of  Eng- 
land was  induced  to  open  branches  in  the  provinces. 

And  here  it  will  be  proper  to  notice  a  peculiarity  in  the 
county  of  Lancaster,  and  particularly  in  Manchester  and 
Liverpool.  In  these  places  there  were  no  country  notes, 
and  but  a  small  proportion  of  Bank  of  England  notes. 
The  circulation  consisted  mainly  of  bills  of  exchange,  which 
passed  from  hand  to  hand  like  bank  notes,  having  the  en- 
dorsement of  all  the  parties  through  whose  hands  they  had 
passed.  In  Liverpool  large  notes  were  required  to  pay  the 
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duties  at  the  Custom  House ;  and  in  Manchester  small 
notes  were  required  to  pay  wages.  These  were  obtained 
from  the  Bank  of  England  in  London :  but  the  transac- 
tions between  manufacturers  and  dealers  were  transacted 
by  bills  of  exchange ;  and  as  these  bills  were  all  made  pay- 
able in  London,  bank  notes  were  not  required  in  Man- 
chester and  Liverpool,  even  for  the  payment  of  these 
bills. 

The  measures  adopted  by  the  Legislature  in  the  year 
1826  led  to  the  establishment  of  branches  of  the  Bank  of 
England  in  Manchester  and  Liverpool.  From  this  period 
the  circulation  of  bills  of  exchange  declined,  and  was  super- 
seded by  Bank  of  England  notes.  This  was  accelerated  by 
the  circumstance  that  the  joint-stock  banks  formed  in 
these  places  did  not  issue  their  own  notes,  but  those  of  the 
Bank  of  England.  This  establishment  had  offered  to  dis- 
count for  the  joint-stock  banks  at  1  per  cent,  less  than 
they  charged  to  the  public,  and  the  joint-stock  banks 
thought  it  more  for  their  interest  to  obtain  the  notes  of 
the  Bank  of  England  on  these  terms  than  to  issue  notes  of 
their  own.  The  circulation  of  the  country  now  consisted  of 
notes  of  the  branches  of  the  Bank  of  England,  notes  of  the 
joint-stock  banks,  and  notes  of  the  private  bankers;  and 
as  many  of  the  weak  private  banks  had  ceased  to  exist, 
and  as  others  had  merged  into  joint- stock  banks,  and  as 
all  notes  under  .£5  were  abolished,  it  was  supposed  that 
the  country  had  now  obtained  the  advantage  of  a  secure 
circulation. 

But  in  the  latter  end  of  the  year  1836  another  panic 
arrived,  when  it  was  discovered  that  the  country  circulation 
was  again  at  fault.  But  the  charge  now  was,  not  that  it 
was  unsafe,  but  that  it  was  excessive ;  and  this  charge  of 
having  issued  to  excess  was  more  especially  directed 
against  the  joint-stock  banks. 
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Here  it  may  be  observed,  that  in  the  panic  of  1825  the 
amount  of  country  notes  in  circulation  was  unknown.  No 
returns  at  that  time  were  made  to  the  Government,  and 
the  amount  of  notes  in  circulation  could  only  be  calculated, 
and  that  very  imperfectly,  from  the  number  of  stamps,  of 
different  denominations,  issued  from  the  Stamp  Office. 
But  in  the  year  1833,  the  Chancellor  of  the  Exchequer, 
Lord  Althorp,  obtained  an  Act  (3  &  4  William  IV.  c.  83) 
which  required  all  banks  issuing  promissory  notes  to 
make  returns  to  the  Stamp  Office  of  the  average  amounts 
of  notes  in  circulation  in  the  quarters  ending  the  first  day 
of  January,  April,  July,  and  October  in  each  year.  The 
quarterly  average  was  to  be  formed  from  the  amount  in 
circulation  at  the  end  of  each  week.  These  quarterly 
returns  were  afterwards  published  in  the  "  London  Gazette." 

From  these  returns  it  was  evident  that  the  country  cir- 
culation had  increased  by  the  beginning  of  the  year  1836  ; 
and  as  a  general  spirit  of  speculation  prevailed  at  the  same 
time,  it  was  inferred  that  the  country  circulation  was  the 
cause  of  this  speculation ;  and  as  by  the  end  of  the  year 
the  speculations  had  ended  in  panic,  the  country  circula- 
tion was  the  cause  of  this  panic. 

Another  panic  occurred  at  the  end  of  the  year  1839,  and 
here,  again,  blame  was  cast  on  the  country  notes.  But  the 
complaint  now  was  not  that  the  country  circulation  was 
unsafe  or  excessive,  but  that  it  was  ill-regulated.  An 
opinion  had  been  adopted  by  some  distinguished  political 
economists  that  the  country  circulation,  as  well  as  that  of 
the  Bank  of  England,  ought  to  correspond  at  all  times 
with  the  amount  of  gold  in  the  Bank  of  England.  It  is 
true  that  the  circulation  of  the  Bank  of  England  did  not 
fluctuate  in  exact  accordance  with  this  amount  of  gold  ; 
but  the  country  circulation  did  not  correspond  even  with 
that  of  the  Bank  of  England.  And  as  the  fluctuations  in 
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the  country  circulation  did  not  correspond  with  the 
fluctuations  either  of  the  gold  of  the  Bank  of  England  or 
with  the  notes  of  the  Bank  of  England,  it  was  assumed 
that  the  country  circulation  was  ill-regulated ;  and,  being 
ill-regulated,  it  was  assumed  to  be  the  cause,  or  at  least  one 
cause,  of  the  panic  that  occurred  at  the  end  of  the  year 
1839. 

To  examine  into  the  truth  of  these  opinions,  a  Com- 
mittee of  the  House  of  Commons  was  appointed  in  the 
year  1840,  to  consider  the  state  of  the  law  with  reference 
to  Banks  of  Issue.  The  Committee  examined  witnesses 
during  the  sessions  of  1840  and  1841 ;  but  the  only  practi- 
cal result  was  that  an  Act  was  passed  requiring  weekly 
returns  of  their  circulation  from  every  bank  of  issue.1 

Before  proceeding  farther,  it  may  be  fair  to  state  the 
replies  which  the  country  bankers  at  various  times  gave 
to  these  severe  accusations. 

In  reply  to  the  charge  that  the  currency  was  unsafe, 
from  the  number  of  failures  which  occurred  among  the 
country  banks  of  issue,  they  state  in  their  memorial  to 
Earl  Grey,  in  the  year  1833,  "the  number  of  London 
bankers  that  have  failed  is  believed  to  be  relatively  greater, 
and  the  amount  of  their  debts  relatively  larger,  than  that 
of  country  banks." 

In  reply  to  the  charge  that  they  had  by  an  excessive 
issue  of  their  notes  promoted  speculation,  they  state  : — 

"All  experience  shows  that  great  fluctuations  have 
originated  in  the  speculations  of  influential  merchants, 
and  never  originated  in  the  channels  to  which  the  issues 
of  country  bankers  are  confined ;  their  source  is  in  great 
mercantile  cities,  and  they  are  promoted  by  the  issues  of 
the  Bank  of  England.  That  this  is  the  invariable  course 
which  fluctuations  resulting  in  excess  and  derangement 
1  4  &  5  Victoria,  c.  50. 
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take,  is  proved  by  the  evidence  of  Mr.  Ward  and  others, 
before  the  Bank  Charter  Committee,  and  is  fully  explained 
or  the  speeches  of  the  King's  Ministers  in  the  year  1826. 
The  debts  of  a  few  speculative  merchants  who  failed  in  a 
eingle  year  in  the  town  of  Liverpool,  where  country  bankers' 
notes  never  circulated,  amounted  to  between  seven  and 
eight  millions  sterling,  and  their  bills  were  either  lodged 
in  the  Bank  of  England  for  loans,  or  were  current  in  all 
parts  of  the  country,  stimulating  circulation  and  pro- 
moting excess." 

In  reply  to  the  charge  that  they  had  turned  the  foreign 
exchanges  against  this  country,  they  reply  : — 

"  Your  memorialists  are  prepared  to  prove  that  the 
issues  of  country  bankers  have  less  tendency  to  promote 
fluctuations  in  the  country  than  those  of  the  Bank  of 
England ;  and  that  their  effect  in  throwing  the  exchanges 
against  the  country  is  comparatively  insignificant.  The 
slightest  attention  to  facts  would  indicate  the  truth  of 
these  positions.  It  has  been  established  by  parliamentary 
evidence  that  the  issues  of  country  bankers  fluctuated 
much  less  between  the  years  1817  and  1826  than  those  of 
the  Bank  of  England ;  and  it  is  indisputable  that  adverse 
exchanges,  which  endanger  the  bank,  always  succeed 
great  importations  of  foreign  produce,  and  that  they  never 
con  be  occasioned  by  large  exportations  of  domestic  pro- 
ductions. N"ow,  it  is  notorious  that  the  circulation  of 
country  bankers  acts  almost  exclusively  in  promoting  these 
productions :  and  that,  when  it  is  in  an  extended  state, 
the  direct  and  proper  influence,  even  of  an  alleged  excess 
of  that  circulation,  would  be  to  provide  the  means  of  pay- 
ing for  the  importations  of  foreign  produce,  without  caus- 
ing so  great  an  export  of  gold  as  to  derange  and  endanger 
the  monetary  system  of  the  country." 

In  reply  to  the  charge  that  they  had  not  governed  their 
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issues  of  notes  by  the  foreign  exchanges,  they  reply  that 
such  a  system  is  not  applicable  to  the  nature  of  a  local 
circulation. 

Then  with  respect  to  miners  and  manufacturers,  any 
system  which  would  bring  them  into  immediate  contact 
with  the  operation  of  the  bank  for  regulating  the  foreign 
exchanges,  without  that  protection  and  defence  from  those 
convulsive  changes  which  the  local  circulation  afford, 
would  be  a  system  pregnant  with  indescribable  hazard. 

Such  was  the  state  of  the  currency  question  when  the 
late  Sir  Eobert  Peel  came  into  office  in  the  year  1841. 
The  charter  of  the  Bank  of  England  was  subject  to  re- 
newal in  the  year  1844,  and  in  that  year  was  passed  an 
Act  of  Parliament  "  to  regulate  the  issue  of  bank  notes, 
and  for  giving  to  the  governor  and  company  of  the  Bank 
of  England  certain  privileges  for  a  limited  period." 

The  Act  of  1844. 

The  charges  against  the  country  circulation  had  been 
that  it  was  unsafe,  excessive,  and  ill-regulated.  The  Act 
of  1844  dealt  chiefly  with  the  second  of  these  accxisa- 
tions. 

According  to  the  provisions  of  this  Act  no  new  bank  of 
issue  was  permitted  to  be  established  in  the  United  King- 
dom, and  the  maximum  amount  of  notes  which  each  exist- 
ing bank  of  issue  might  issue  upon  an  average  of  four 
weeks,  should,  after  the  10th  October,  1844,  be  the  ave- 
rage amount  of  the  notes  in  circulation  during  the  twelve 
weeks  ending  the  27th  April,  1844 ;  that  returns  should 
be  made  to  Government  of  the  average  amount  of  notes  in 
circulation  during  each  week  ;  and  if,  upon  an  average  of 
four  weeks,  the  amount  in  circulation  exceeded  the  autho- 
rized amount,  the  bank  should  be  subject  to  a  penalty 
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equal  to  the  amount  of  that  excess.  That  if  any  existing 
bank,  not  having  more  than  six  partners,  should  increase 
the  number  of  partners  to  more  than  six,  it  should  lose  the 
privilege  of  issue.  That  if  any  two  banks  should  unite  so 
as  to  increase  their  number  beyond  six,  they  should  lose  the 
right  of  issue.  And  if  any  banker  should  become  bankrupt, 
or  cease  to  carry  on  the  business  of  a  banker,  or  cease  to 
issue  notes,  it  should  not  be  lawful  for  such  banker  at  any 
time  thereafter  to  issue  any  such  notes. 

The  charge  of  being  unsafe  the  Act  did  not  meddle 
\vith, — except  so  far  as  limiting  the  issues  of  each  bank,  and 
prohibiting  any  new  bank  of  issue,  may  be  regarded  as 
elements  of  safety.  But  the  Act  of  1644  left  the  country 
circulation  still  unregulated  by  the  amount  of  gold  in  the 
Bank  of  England.  In  the  month  of  October,  1844,  when 
the  Act  came  into  operation,  the  amount  of  gold  in  the 
Bank  of  England  was  .£12,149,367.  On  the  23rd  October, 
1847,  the  amount  of  gold  was  <£6.745,354,  but  the  law  re- 
quired no  corresponding  reduction  in  the  amount  of  the 
country  circulation.  On  the  10th  July,  1852,  the  gold  had 
advanced  to  £'21,845,390,  but  the  law  permitted  to  the 
country  circulation  no  corresponding  expansion.  It  does 
not,  therefore,  appear  to  have  been  the  object  of  the  Act 
ihat  the  country  bankers  should  regulate  their  issues  by 
<he  amount  of  gold  in  the  Bank  of  England. 

The  maximum  was  the  average  of  the  twelve  weeks 
ending  27th  April,  1844,  but  there  seems  to  be  no  reason 
why  this  period  should  have  been  chosen.  Sir  Eobert  Peel 
originally  proposed  that  the  maximum  should  be  the  ave- 
rage of  the  previous  two  years.  The  private  bankers  asked 
for  the  average  of  the  previous  five  years.  The  joint-stock 
banks  asked  for  the  maximum  of  the  two  years,  contending, 
that  if  an  average  were  made  a  maximum,  the  circulation 
would  be  still  further  reduced.  Sir  Eobert  Peel  ultimatelv 


170  THE    HISTORY,    PRINCIPLES,    AND 

determined  on  the  average  of  the  twelve  weeks  previous  to 
the  announcement  of  the  measures  to  Parliament.  The  re- 
spective amounts  are  as  follows  : — 


Private  Banks.     Joint-Stock  Banks. 

£ 

£ 

Average  of  the  two  years 

4,916,494 

3,061,562 

Average  of  the  five  years 

5,761,792 

3,485,3^9 

Maximum  of  the  two  years 

5,295,239 

3,752,867 

Average  of  the  twelve  weeks  as  ulti- 

mately certified  .... 

5  153,407 

3,495,446 

The  private  banks  were  at  that  time  205,  and  the  joint- 
stock  banks  72. 

The  enactments  of  the  Act  of  1844  affecting  the  country 
bankers  are  contained  in  clauses  10  to  22  inclusive.  These 
clauses  respectively  enact  that  there  shall  be  no  new  bank 
of  issue ;  that  there  shall  be  restrictions  against  issue  of 
bank  notes  ;  that  bankers  ceasing  to  issue  notes  may  not 
resume  ;  that  existing  banks  of  issue  may  continue  under 
certain  limitations  ;  a  provision  for  united  banks  ;  that  a 
duplicate  of  the  certificate  to  be  given  by  the  commis- 
sioners of  stamps  and  taxes  to  issuing  bankers,  certifying 
the  limit  to  which  they  may  issue,  shall  be  published  in 
the  "  Gazette,"  and  that  the  "  Gazette  "  shall  be  conclusive 
evidence  of  such  limit ;  that  in  case  banks  become  united, 
the  commissioners  shall  certify  the  amount  of  bank  notes 
which  each  bank  was  authorized  to  issue ;  a  penalty  on 
banks  issuing  in  excess  ;  that  issuing  banks  shall  render 
accounts ;  the  mode  of  ascertaining  the  average  amount  of 
bank  notes  of  each  banker  in  circulation  during  the  first 
four  weeks  after  the  10th  October,  1844  ;  empowers  com- 
missioners of  stamps  and  taxes  to  cause  bankers'  books, 
containing  accounts  of  notes  in  circulation,  to  be  inspected, 
and  imposes  penalty  on  bankers  for  refusing  to  allow  such 
inspection ;  that  all  bankers  shall  return  their  names  once 
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a  year  to  the  Stamp  Office ;  that  all  bankers  liable  shall 
take  out  a  separate  licence  for  every  place  at  which  they 
issue  notes  or  bills,  with  a  proviso  in  favour  of  bankers 
who  had  four  such  licences  in  force  on  the  6th  of  May, 
1844. 

The  clauses,  of  which  the  foregoing  are  the  headings, 
will  be  found  in  the  Act  of  1844,  which  may  be  obtained 
at  any  time  from  Messrs.  Spottiswoode  &  Co.,  London, 
and  from  a  careful  perusal  of  them  it  will  be  seen  that  the 
provisions  of  the  Act  require — 

1.  That  no  new  bank  of  issue  shall  be  established  in  the 
United  Kingdom. 

2.  That  the  maximum  of  each  bank  of  issue  in  England 
shall  be  the  average  of  the  notes  in  circulation  during  the 
four  weeks  ending  the  27th  April,  1844. 

3.  That  if  any  bank  having  not  more  than  six  partners 
should  exceed  that  number,  it  would  lose  its  issue.     This 
tends  to  prevent  private  banks  merging  into  joint-stock 
banks. 

4.  That  no  union  can  take  place  between  a  joint- stock 
bank  and  a  private   bank,  or  between   two   joint- stock 
banks  of  issue,  without  one  of  them  at  least  losing  its 
circulation. 

5.  Every  new  branch  at  which  notes  shall  be  issued 
must  take  out  a  separate  licence.     Hitherto  no  bank  had 
been  obliged  to  take  out  more  than  four  licences,  however 
numerous  its  branches.     This  tends  to  check  the  opening 
of  new  branches  of  issue. 

It  has  been  stated  that  the  object  of  this  Act  was  to 
pave  the  way  for  the  establishment  of  one  bank  of  issue. 
These  provisions  are  certainly  not  ill-adapted  for  such  an 
end.  They  will  reduce  the  amount  of  the  country  circu- 
lation ;  they  will  produce  other  ill  effects  ;  the  formation 
of  large  banks  will  be  retarded.  In  some  places  it  would 
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be  for  the  public  advantage  that  a  private  bank  should 
become  a  joint-stock  bank.  In  other  districts  it  might  be 
desirable  that  two  small  joint-stock  banks  of  issue  should 
unite  and  form  a  large  one.  The  restrictions  imposed  by 
this  Act  will  tend  to  prevent  such  unions.  Perhaps,  in 
other  respects,  its  effects  may  be  beneficial ;  it  may  lead  a 
larger  number  of  persons  to  keep  current  accounts  with 
bankers,  and  to  make  their  payments  with  cheques.  A 
smaller  amount  of  notes  will  then  be  necessary  for  the 
purposes  of  the  country.  The  advantages  of  having  a 
banker  will  be  extended  to  the  middle  and  lower  classes, 
and  will  not  as  much  as  heretofore  be  confined  to  the 
wealthy.  The  Act,  too,  may  have  the  effect  of  exempting 
the  banks  of  issue  from  those  accusations  to  which  they 
have  always  been  subjected  on  the  occurrence  of  any 
national  calamity.  The  whole  Act  of  1844  is  formed  upon 
the  notion  that  the  country  bankers  can  extend  their  issues 
as  much  as  they  please — an  error  that  has  over  and  over 
again  been  abundantly  refuted.  Yet  had  the  bill  not 
been  passed,  and  had  the  country  circulation  increased  a 
million  or  two,  as  possibly  it  might  from  the  increased 
transactions  of  the  country,  the  railway  speculations  of 
1845  and  1846  would  doubtless  have  been  ascribed  to 
the  excessive  issues  of  the  country  banks.  The  following 
language,  which  I  addressed  in  1844  to  the  joint-stock 
banks,  may  not  be  considered  inapplicable  to  all  banks  of 
issue : — 

"Another  advantage  is,  that  the  joint-stock  banks  of 
ispue  will  be  delivered  from  those  unjust  accusations  to 
which,  they  have  hitherto  been  exposed.  Almost  every 
evil  that  has  befallen  the  country  for  the  last  ten  years 
has  been  ascribed  by  different  writers  to  the  reckless  issues 
of  the  joint-stock  banks  ;  and  though  the  charge  has 
been  oft  refuted,  yet  such  has  been  the  talent,  zeal,  and 
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perseverance  with  which  it  has  been  revived,  that  it  has 
doubtless  in  some  degree  prejudiced  the  public  mind. 
But  now  this  charge  can  be  made  no  more.  Our  assailants 
are  compelled  to  observe  at  least  a  ten  years'  truce. 
During  this  period  we  shall  have  no  bank  directors  pub- 
lishing pamphlets  to  show  that  their  efforts  to  regulate 
the  exchanges  have  been  counteracted  by  the  imprudent 
issues  of  the  joint-stock  banks.  Our  notes  will  not  again 
be  classed  by  the  authors  of  '  prize  essays '  among  the 
causes  of  national  distress,  and  philosophical  writers  will 
no  longer  declaim,  in  eloquent  metaphor,  against  '  the 
wild  democracy  of  rival  issuers.'  It  is  no  small  matter  to 
be  put  into  a  position  wherein  we  shall  be  sheltered  from 
the  peltings  of  unjust  accusations." 

The  other  sections  of  the  Act  having  special  reference 
to  country  bankers  are  23  to  25  inclusive,  which  provide 
for  compensation  to  certain  bankers  named  in  Schedule  C, 
for  having  ceased  to  issue  their  own  notes  under  certain 
agreements  with  the  Bank  of  England;  for  the  Bank 
of  England  being  allowed  to  compound  with  issuing 
banks  in  addition  to  those  named  in  Schedule  C  ;  and 
that  such  compositions  shall  cease  on  the  1st  August. 
1856. 


The  Laics  of  the   Currency  with  reference  to  the  Country. 
Banks. 

These  are  thus  stated  in  the  article  previously  quoted 
in  the  "  Foreign  and  Colonial  Review  "  of  April,  1844  : — 

"It  will  readily  occur  to  every  reader,  that  the  laws 
which  regulate  the  circulation  of  these  country  banks 
must  be  different  from  those  which  regulate  the  London 
circulation  of  the  Bank  of  England.  They  do  not  pay 
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the  public  dividends ;  they  cannot  issue  their  notes  in 
purchasing  bullion,  or  Government  stock,  or  Exchequer 
bills,  as  all  these  operations  take  place  in  London,  where 
their  notes  do  not  circulate.  They  are  also  subject  to 
certain  restrictive  laws  to  which  the  notes  of  the  Bank  of 
England  are  not  subject.  Their  notes  are  not  only  legally 
payable  on  demand,  but  payment  is  constantly  demanded  ; 
while  no  one  demands  payment  of  a  Bank  of  England 
note,  unless  he  has  occasion  to  export  the  gold.  There  is 
also  a  system  of  exchanges  between  country  bankers,  by 
which  all  notes  that  are  paid  into  any  of  the  banks  are 
immediately  brought  back  for  payment  to  the  banks  that 
issue  them.  It  is  the  practice,  too,  throughout  the 
country,  to  allow  interest  on  deposits  ;  and  thus  all  notes 
not  required  for  the  actual  wants  of  the  community  are 
promptly  withdrawn  from  circulation,  and  lodged  with  a 
bank  upon  interest. 

"  On  inspecting  the  monthly  returns  of  the  country  cir- 
culation for  the  last  ten  years,  we  find  that  the  highest 
amount  is  in  the  month  of  April ;  thence  it  descends,  and 
arrives  at  the  lowest  point  by  the  end  of  August,  which  is 
the  lowest  point  in  the  year.  It  gradually  increases  to 
November;  a  slight  reaction  takes  place  in  December; 
but  it  then  advances,  until  it  reaches  the  highest  point  in 
April.  The  general  law  is,  that  the  country  circulation 
always  makes  one  circuit  in  the  year — being  at  its  lowest 
point  in  August,  and  advancing  to  December,  and  con- 
tinuing to  advance  to  its  highest  point  to  the  month  of 
April,  and  then  again  descending  to  its  lowest  point  in 
August. 

"  The  laws  which  regulate  the  circulation  of  the  country 
banks  are  derived  from  the  state  of  trade  in  the  respective 
districts  in  which  the  banks  are  established.  As  these 
banks  are  chiefly  located  in  agricultural  districts,  the 
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operations  of  agriculture  have  a  very  considerable  influence 
in  their  regulation.  Hence  the  advance  in  the  spring,  and 
the  advance  again  after  August,  in  consequence  of  the 
harvest.  It  is  clear  that  the  laws  must  be  uniform  in 
their  operation,  because  the  fluctuations  of  circulation  in 
each  year  are  uniform,  and  constantly  recur  with  the  return 
of  the  season.  The  slight  reaction  in  December  is  probably 
occasioned  by  the  collection  of  the  public  revenues  and  of 
landlords'  rents  in  the  country  districts,  and  the  general 
dulness  of  trade  in  that  month. 

"  It  may  also  be  observed,  that  the  issues  of  the  joint- 
stock  banks,  and  of  the  private  banks,  are  subject  to  the 
same  laws.  The  issues  of  both  classes  of  banks  rise 
together  and  fall  together,  and  they  have  maintained 
nearly  the  same  relative  amount  during  the  last  seven 
years. 

"  The  laws  which  regulate  the  annual  fluctuations  of  the 
country  circulation,  that  is,  which  determine  the  variations 
in  the  amounts  of  the  country  circulation,  not  within  the 
year,  but  taking  corresponding  periods  of  different  years, 
are  also  dependent  on  the  state  of  trade  in  those  years.  If 
there  be  an  increase  of  trade  without  an  increase  of  prices, 
more  notes  will  be  required  to  circulate  the  increased 
quantity  of  commodities.  If  there  be  an  increase  of  com- 
modities, and  also  an  advance  of  prices,  a  still  larger 
amount  of  notes  would  be  required.  There  are  also  other 
circumstances  that  may  permanently  affect  the  amount  of 
the  country  circulation." 


Principles  of  the  Country  Circulation. 

I  cannot  better  state  my  own  views  of  the  principles  of 
the  country  circulation,  than  by  transcribing  a  portion 
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of  my  evidence  given  before  the  Committee  on  Banks  of 
Issue,  in  March,  1841,  when  examined  by  Sir  Robert 
Peel:— 

"  Sir  Robert  Peel. — Would  you  recommend  that  the 
paper  thus  issued  should  be  convertible  into  gold  at  the 
will  of  the  holder  ? — Yes. 

"  You  think  that  is  an  absolutely  necessary  check  against 
excessive  issues  ? — I  think  it  is  a  necessary  check. 

"  What  reference  is  made  in  the  issue  of  paper  to  the 
quantity  of  gold  in  the  country,  and  to  the  ultimate  ability 
of  the  parties  to  discharge  their  paper  engagements  m 
gold  ? — The  bankers  in  issuing  their  notes  do  not  make 
any  reference  to  the  quantity  of  gold  in  the  country,  but 
they  make  reference  to  their  ability  to  discharge  those 
notes  when  returned  to  them  for  payment. 

"  What  is  the  nature  of  the  reference  which  they  make? 
— By  keeping  securities  available  for  the  purpose  of  being 
sold,  in  order  to  discharge  those  notes  whenever  presented 
to  them  for  payment. 

"  They  have  no  reference  whatever  to  the  state  of  the 
exchanges  ? — No :  when  I  say  no,  I  mean  not  with  the  view 
of  regulating  the  amount  of  notes  by  the  exchanges ;  but 
bankers,  whether  banks  of  issue  or  not,  notice  the  ex- 
changes as  naturally  as  they  would  notice  the  prices  of  the 
funds,  in  order  that  they  may  be  able  to  judge  as  to  the 
future  value  of  money,  so  as  to  exercise  their  discretion 
with  reference  to  their  investments. 

"  They  do  not  notice  the  state  of  the  exchanges  with  a 
view  to  determine  the  policy  of  contracting  or  increasing 
their  issues  ? — No ;  not  with  a  view  of  making  the  amount 
of  their  issues  correspond.  If  they  see  that  the  exchange 
is  likely  to  become  unfavourable,  bankers  will  naturally  be 
more  cautious  in  making  advances,  and  more  cautious  of 
coming  under  engagements,  than  they  would  be  when  they 


PRACTICE   OF    BANKING.  177 

found  that  the  exchanges  were  favourable ;  but  there  is  no 
intention  on  the  part  of  the  country  banks  to  make  their 
notes  correspond  with  the  amount  of  the  bullion  in  the 
Bank  of  England. 

"  A  country  banker  would  rely  upon  the  sale  of  his  se- 
curities, and  that  only  in  case  of  a  demand  for  gold  : — In 
case  of  a  general  run,  he  would  depend  upon  the  stock  he 
had  in  hand,  and  the  further  stock  he  might  realize  by  a 
sale  of  securities. 

"  If  all  parties  continued  to  issue,  none  of  them  having 
reference  to  the  state  of  the  exchanges,  but  relying  upon 
the  available  resources  which  a  sale  of  securities  might 
supply,  do  not  you  think  that  there  might  be  a  danger  of 
a  sudden  demand  for  gold,  and  of  an  inability  on  the  part 
of  those  issuers  to  discharge  their  engagements  in  gold: — 
I  do  not  think  there  would  be  any  danger  of  that  at  all, 
because  each  bank  would  take  care  of  itself.  If  you  sup- 
pose that  the  whole  circulation  of  the  country  comes  in  at 
once  and  demands  gold,  it  is  quite  clear  that  gold  cannot 
be  found  to  pay  it  off,  and  that  is  equally  the  case  with  the 
Bank  of  England  and  any  other  bank,  and  it  is  equally  the 
case  with  us  who  are  banks  of  deposits.  If  all  the  deposi- 
tors were  to  come  together  at  the  same  time  and  require 
their  deposits,  we  should  be  unable  to  pay  them  ;  but  we 
could  realize  our  securities,  and  pay  them  off,  if  they  were 
to  come  gradually. 

"  Suppose  there  was  one  bank  which  had  the  charge  of 
the  paper  circulation  of  the  country,  and  had  the  means, 
therefore,  by  constant  reference  to  the  state  of  the  ex- 
changes, of  determining  the  amount  of  the  paper  circula- 
tion, do  not  you  think  that  there  would  be  a  greater 
security  against  a  sudden  demand  for  gold,  and  an  inability 
to  pay  that  gold,  than  there  is  when  there  are  a  great  many 
issuers,  none  of  whom,  according  to  your  own  statement, 

II.  N 
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pay  the  slightest  regard  to  the  state  of  the  exchanges  ? — 
No,  I  think  not. 

"  What  then  supplies  the  check  ? — The  check  upon  the 
private  bankers  is,  that  their  circulation  cannot  be  issued 
to  excess ;  whereas  if  you  had  a  bank  which  should  issue 
notes  for  so  much  gold,  then  every  time  there  was  a  favour- 
able course  of  exchange,  there  would  be  a  large  issue  of 
notes,  which  notes  would  necessarily  reduce  the  rate  of 
interest,  lead  to  speculation,  and  turn  the  exchanges  again 
by  causing  investments  to  be  made  in  foreign  countries. 
Now,  as  issues  are  at  present  conducted,  bankers  are  under 
several  checks  which  would  not  apply  to  such  a  bank.  For 
instance,  the  check  of  the  interchange  with  each  other  of 
their  different  notes  once  or  twice  a  week,  and  the  check 
of  having  their  notes  payable  on  demand ;  whereas  the 
notes  of  such  a  bank  as  you  suppose  would  not  be  dimi- 
nished except  when  gold  was  wanted  to  be  sent  abroad. 
Another  check  is  the  practice  of  giving  interest  upon  de- 
posits, by  which  all  the  surplus  circulation  is  called  in  and 
lodged  with  the  banks.  Now,  such  a  bank  as  you  have 
supposed  would  not  be  under  the  control  of  those  checks, 
and  it  would  be  under  the  necessity  of  increasing  the  cir- 
culation whenever  the  exchange  became  favourable  ;  and 
we  know  by  experience,  that  the  most  sure  way  of  making 
the  exchanges  unfavourable  is  a  previous  excessive  issue  ; 
that  previous  excessive  issue  would  necessarily  arise,  on  the 
principle  you  have  supposed,  every  time  the  exchange  was 
favourable. 

"  You  think  that  there  is  some  cause  in  operation  which 
applies  equally  to  all  issuers  of  paper,  and  prevents  any 
undue  issue  of  paper,  and  dispenses  with  the  necessity  of 
any  reference  on  the  part  of  each  issuer  to  the  state  of  the 
exchanges  ? — That  is  the  case  with  all  country  issuers  of 
paper.  With  regard  to  the  Bank  of  England,  who  have 
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the  power  of  issuing  their  notes  in  exchange  against  bul- 
lion, in  the  purchase  of  Exchequer  bills  and  Government 
stock,  it  is  quite  clear  that  notes  put  into  operation  in  that 
way,  being  thrown  in  a  mass  upon  the  previously  existing 
state  of  trade,  will  have  the  effect  of  raising  prices  and  re- 
ducing interest,  and  turn  the  exchanges ;  but  if  notes  are 
issued  merely  to  pay  for  transactions  that  have  previously 
taken  place,  and  are  drawn  out  by  the  operations  of  trade, 
those  notes  will  have  no  such  effect. 

"  Supposing,  at  present,  the  Bank  of  England  observed 
that  the  exchanges  continued  unfavourable  for  a  long 
period,  and  that  there  was  a  progressive  diminution  in  the 
amount  of  their  bullion,  and  supposing  that  they  saw  that 
in  the  course  of  two  years  their  bullion  was  reduced  from 
ten  millions  to  four  millions ;  do  you  think  it  would  be 
desirable  that  the  Bank  of  England  should  take  any  step 
whatever  to  guard  against  the  ultimate  consequences  of 
that  state  of  things  by  restricting  the  paper  circulation  ? — 
I  think  such  a  case  may  occur,  but  I  think  in  ordinary 
times  the  Bank  of  England  might  hold  foreign  securities, 
by  which  they  would  bring  back  gold  to  this  country,  and 
thus  prevent  any  necessity  for  a  contraction  of  the  circula- 
tion. At  the  same  time,  I  do  not  at  all  question  the  pos- 
sibility of  such  a  case  occurring  as  may  render  a  contrac- 
tion necessary  ;  nor  do  I  at  all  question  the  influence  of  a 
contraction  to  have  some  effect  upon  the  exchanges ;  but  I 
contend  that,  as  an  ordinary  principle  of  action,  the  bank 
ought  not  to  expand  their  circulation,  so  as  to  cause  the 
exchanges  to  be  unfavourable,  nor  calculate  upon  a  con- 
traction of  the  circulation  for  the  purpose  of  remedying 
the  exchanges. 

"  Then  you  do  think  that  the  expansion  of'  the  circula- 
tion of  the  Bank  of  England  may  cause  unfavourable  ex- 
changes ? — Yes. 
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"Why  should  not  the  expansion  of  the  circulation  on  the 
part  of  the  country  issuers  produce  the  same  effect  ? — Be- 
cause the  country  circulation  is  under  checks,  whereas  the 
Bank  of  England  circulation  is  not ;  the  country  circula- 
tion can  be  issued  only  in  consequence  of  transactions 
which  have  taken  place,  and  to  the  extent  only  required 
by  the  wants  of  the  district ;  whereas  it  is  obvious  that 
the  Bank  of  England  has  the  power  of  increasing  the 
circulation  by  the  purchase  of  Exchequer  bills  or  stock, 
or  by  purchasing  bullion,  and  throwing  a  mass  of  notes 
on  the  market  when  the  state  of  trade  does  not  require 
them." 

"  Chairman. — Have  you  any  further  observations  to 
make  to  the  committee  ? — When  the  first  question  was 
asked  of  me,  at  the  commencement  of  my  examination,  I 
stated  that  I  appeared  before  the  committee  as  the  repre- 
sentative of  the  joint-stock  banks,  and  that,  therefore,  in 
expressing  any  opinions  consistently  with  the  resolutions 
which  they  had  passed,  I  wished  to  be  considered  as  speak- 
ing the  sentiments  of  the  joint-stock  banks ;  but,  should 
the  committee  ask  me  any  question  not  connected  with  the 
circumstances  of  country  issues,  that  I  wished  to  be  con- 
sidered as  speaking  my  own  individual  opinions.  The 
points  upon  which  I  wished  to  be  considered  as  speaking 
the  sentiments  of  the  joint-stock  banks  are  as  follows :  I 
speak  the  opinions  of  the  joint-stock  banks  in  saying  that 
their  circulation  cannot  be  made  to  fluctuate  in  exact  con- 
formity with  the  circulation  of  the  Bank  of  England,  or 
with  the  stock  of  gold  in  the  Bank  of  England ;  that  the 
country  issue  is  drawn  out  by  the  demands  of  trade,  and  is 
subject  to  checks  to  which  the  circulation  of  the  Bank  of 
England  is  not  liable ;  that  the  country  bankers  have  not 
the  power  of  issuing  their  notes  to  excess ;  that  they  can- 
not contract  their  circulation  or  expand  it  as  they  please  ; 
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and  also,  that  the  country  circulation  does  not  influence 
the  prices  of  commodities,  and  that  it  cannot  be  regulated 
by  the  principles  of  the  foreign  exchanges.  I  speak  the 
opinions  of  the  joint-stock  banks  when  I  say,  that  the 
abolition  of  the  country  circulation  would  cause  very  con- 
siderable distress ;  would  limit  the  power  of  the  country 
banks  to  grant  the  same  accommodation  to  their  custo- 
mers ;  would  compel  many  of  their  customers  to  sell  their 
property,  thus  lessening  the  value  of  real  property ;  that 
country  bankers  would  be  compelled  to  increase  their 
charges  to  their  customers ;  and,  in  some  cases,  that  those 
banking  establishments  would  be  altogether  abolished,  in 
consequence  of  not  being  able  to  supply  sufficient  profit  for 
carrying  them  on ;  that,  in  some  other  cases,  however  the 
country  circulation  might  be  substituted  or  superseded  by 
a  bill  circulation,  nevertheless  considerable  distress  would 
exist  throughout  the  country,  and  that  not  only  country 
banks  themselves,  but  their  customers  and  the  public  in 
general,  would  be  subject  to  very  considerable  loss  and  in- 
convenience. In  other  opinions  which  I  have  expressed 
with  regard  to  the  regulation  of  the  currency,  and  the 
principles  upon  which  the  Bank  of  England  ought  to  be 
managed;  also,  as  regards  the  extracts  which  have  been 
made  from  my  own  works,  and  other  matters  I  need  not 
particularly  specify,  I  wish  to  be  understood  as  giving  my 
own  opinions,  without  saying  whether  those  opinions  do 
or  do  not  meet  the  concurrence  of  the  joint-stock  bankers. 
I  take  the  responsibility  of  these  entirely  upon  myself." 

Notes  under  Five  Pounds. 

The  most  important  circumstance  in  which  the  banks  of 
Scotland  and  Ireland  differ  from  those  of  England,  is  in 
their  power  to  issue  notes  under  =£5.  That  portion  of  our 
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currency  in  England  which  is  under  <£5  consists  of  gold 
and  silver  coin.  And  it  may,  under  present  circumstances, 
be  worth  while  to  inquire — suppose  we  should  have  a 
protracted  war,  and  be  compelled  to  export  our  gold, 
either  to  subsidize  foreign  powers,  or  to  maintain  our 
fleets  and  armies  abroad,  what  additional  supply  of  gold 
could  we  obtain  by  means  of  issuing  <£!  notes  ?  I  do  not 
think  we  can  get  any  certain  reply  to  this  question  ;  but 
there  are  some  inquiries  that  may  assist  our  reasonings  on 
the  subject.  First,  we  may  inquire,  when  the  Bank  of 
England  issued  small  notes,  what  proportion  did  the  notes 
under  .£5  bear  to  the  amount  of  the  whole  circulation  ? 
That  establishment  issued  such  notes  from  the  year  1797 
to  the  year  1821.  We  find  that  the  highest  proportion 
was  in  the  years  1815  and  1816.  On  the  last  day  of 
February  in  those  years  the  circulation  stood  thus — 

Notes  under  £5.  Notes  of  £5  and  upward.  Total  Circulation. 

£                                  £  £ 

1815  .  .  .  9,035,250         18,226,400  27,261,650 

1816  .  .  .  9,001,400         18,012,220  27,013,620 

Here  we  find  that  the  notes  under  .£5  were  about  half 
the  amount  of  those  of  .£5  and  upwards.  This  was  in 
1815  and  1816,  when  the  notes  were  issued  only  in  London. 
Supposing,  therefore,  in  round  numbers,  that  the  Bank  of 
England  circulation  is  now  ,£20,000,000,  then  in  the  same 
proportion  it  might  maintain  a  circulation  of  =£10,000,000 
of  small  notes.  But  we  must  remember  that  during  the 
last  sixty  years  the  population,  the  trade,  and  the  wealth 
of  the  nation  has  vastly  increased.  And  if  pecuniary 
transactions  were  conducted  in  the  same  way,  the  notes 
in  circulation  must  have  increased  in  proportion.  But,  in 
consequence  of  the  more  general  use  of  bills  of  exchange, 
the  extension  of  banking  accounts,  the  more  frequent 


PRACTICE   OF  BANKING.  183 

exchanges  between  country  bankers,  and  the  operations  of 
the  Clearing  House  in  London,  a  smaller  amount  of  bank 
notes  is  now  necessary.  All  large  transactions  are  now 
settled,  not  by  notes,  but  by  bills  and  cheques  and 
transfers.  But  these  banking  facilities  which  diminish 
the  demand  for  large  notes  do  not  in  the  same  proportion 
diminish  the  use  of  small  notes.  On  the  contrary,  from 
the  great  increase  in  the  labouring  population,  and  the 
consequent  increased  extent  of  retail  trade,  the  demand 
for  small  notes  to  pay  wages  and  to  settle  small  trans- 
actions must,  during  the  last  sixty  years,  have  greatly 
increased.  Seeing,  then,  that  the  demand  for  large  notes 
has  diminished,  and  the  demand  for  small  currency  has 
increased,  it  seems  reasonable  to  suppose,  that  were  the 
Bank  of  England  now  to  issue  small  notes,  the  amount  in 
circulation  would  bear  a  higher  proportion  to  the  large 
notes  than  was  the  case  sixty  years  ago. 

I  have  already  stated  that  we  hare  no  returns  of  the 
amount  of  the  country  circulation  previous  to  the  year 
1^33.  But  we  have  the  number  of  notes  stamped  of 
different  denominations,  and  we  find  that  in  the  years 
Ir20  to  1825,  the  amount  of  notes  stamped  under  .£5 
varied  from  37  to  50  per  cent.,  making  an  average  of  44 
per  cent,  of  the  whole  circulation.  This  makes  the  small 
notes  nearly  equal  in  amount  to  the  large  ones.  But  here 
again  it  is  probable  that  the  small  notes  remained  out 
longer  than  the  large  ones.  A  greater  proportion  of  the 
large  notes  were  probably  in  the  banker's  till,  and  a 
larger  proportion  of  the  small  notes  in  the  hands  of  the 
public.  It  seems  probable,  therefore,  that  the  amount  of 
small  notes  in  active  circulation  was  usually  higher  than 
the  amount  of  large  notes.  And  if  the  Bank  of  England, 
whose  issues  were  made  only  in  London,  and  whose  circu- 
lation was  chiefly  in  London  and  Lancashire,  maintained 
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one-third  of  its  circulation  in  small  notes,  it  seems  likely 
that  the  country  banks,  whose  notes  were  issued  in  almost 
every  town  and  village  in  the  country,  would  maintain  a 
much  higher  proportion  than  even  one-half. 

If  we  look  to  the  present  state  of  the  circulation  in  Ireland 
and  Scotland,  we  shall  find  that  the  small  notes  form  the 
larger  proportion,  and  the  amount  furnishes  no  confirmation 
of  the  doctrine  that  small  notes  diminish  in  wealthy  coun- 
tries. Scotland  is  a  wealthier  country  than  Ireland,  yet  has  a 
larger  proportion  of  small  notes.  And  the  north  of  Ireland 
is  wealthier  than  the  south,  yet  the  banks  of  Belfast  have  a 
larger  proportion  of  small  notes  than  the  banks  of  the  south. 

From  the  former  circulation  of  the  Bank  of  England, 
the  stamps  issued  to  the  country  bankers,  and  the  present 
circulation  of  Scotland  and  Ireland,  we  have  then  materials 
for  forming  an  opinion  as  to  the  amount  of  small  notes 
that  might  be  maintained  in  circulation  in  England;  and 
though  we  cannot  fix  the  amount  with  that  precision 
which  the  science  of  statistics  requires,  yet  after  putting 
the  facts  and  reasonings  together,  we  seem  warranted  in 
drawing  the  conclusion  that  the  amount  would  not  be  less 
than  thirty  millions ;  and,  consequently,  we  have  the 
power,  when  necessary,  of  releasing  from  their  present 
duties  thirty  millions  of  sovereigns,  and  employing  them 
for  national  purposes  elsewhere. 

Suggestions  on  tlie  Country  Circulation. 

It  is  not  my  object  to  examine  here  any  of  the  enact- 
ments of  the  Act  of  1844  that  have  a  reference  to  the 
Bank  of  England  ;  but  when  the  subject  is  brought  under 
consideration,  means  should  be  employed  to  obtain  some 
modification  of  those  clauses  that  have  a  reference  to  the 
country  banks.  The  country  circulation  should  be  pre- 
served in  its  integrity — should  be  rendered  capable  of 
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expansion,  so  as  to  meet  the  demands  of  a  more  numerous 
population,  extended  commerce,  higher  prices,  and  in- 
creased taxation — its  issues  should  be  allowed  to  be 
regulated  by  the  demands  of  trade  and  agriculture  in  the 
respective  districts  in  which  the  banks  are  established, 
and  should  be  rendered  as  much  as  possible  free  from  the 
operation  of  the  foreign  exchanges. 

"We  find  that  in  1844,  when  the  country  circulation  had 
greatly  declined,  we  took  the  actual  circulation  of  the  then 
existing  country  notes,  and  made  it  a  maximum  circulation 
— an  arrangement  which,  necessarily,  from  the  fear  of 
incurring  penalties,  reduced  the  amount  of  the  actual 
circulation  below  the  maximum.  We  apply  this  maximum 
to  a  circulation  that  fluctuates  very  much  in  different 
parts  of  the  year.  If,  then,  we  keep  below  the  maximum 
in  April,  we  necessarily  fall  much  lower  in  August.  We 
divide  this  maximum  among  277  banks,  and  impose 
heavy  penalties  upon  every  one  that  shall  exceed  his 
portion  of  the  maximum, — a  circumstance  that  tends  to 
reduce  still  farther  the  actual  circulation.  No  one  is  for- 
bidden to  reduce  his  issue  as  low  as  he  pleases  ;  and  if  he 
abandons  it  altogether,  only  two-thirds  can  be  supplied, 
and  that  by  permission  of  the  government ;  and  then 
only  upon  the  application  of  a  bank  whose  head-quarters 
are  in  London,  who  is  to  get  nothing  by  the  operation,  and 
whose  issues  are  governed  by  laws  which  have  been 
declared  by  the  country  bankers  to  be  inapplicable  to  the 
operations  of  a  local  currency,  and  unsuitable  to  the 
requirements  of  domestic  industry.  This  maximum  must 
never  be  exceeded,  while  those  banks  that  previously 
issued  Bank  of  England  notes  are  not  allowed  to  resume 
their  own  circulation,  and  no  new  bank  of  issue  is  allowed 
to  be  established.  The  result  of  this  arrangement  has  been, 
that  an  authorized  issue  in  1844  of  .£8,648,853  is  now 
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reduced  to  an  authorized  issue  of  «£7,942,46G,1  and  tliat 
the  actual  circulation  is  generally  below  <£ 7,000,000,  and 
has  been  below  .£6,000,000  ;  while  every  banker,  in  certain 
seasons  of  the  year,  has  been  compelled  to  watch  the 
issue  of  his  notes,  lest  he  incur  those  enormous  penalties 
which  attend  even  the  accidental  violation  of  the  Act. 

In  endeavouring  to  remove  those  inconveniences,  we 
would  be  governed  by  a  regard  to  the  spirit  of  the  Act 
of  1844,  and  attempt  only  to  correct  its  practical  defects. 
Among  the  modifications  that  may  be  suggested,  perhaps 
the  following  may  deserve  a  special  consideration : — That 
the  present  maximum  which  applies  to  an  average  of 
four  weeks  should  apply  to  an  average  of  twelve  months ; 
— that  all  the  banks  who  had  formed  agreements  with 
the  Bank  of  England,  and  whose  compensation  ceased  in 
1856,  should  be  allowed  to  circulate  their  own  notes  to  the 
amount  to  which  they  had  circulated  Bank  of  England 
notes  ; — that  the  country  circulation  should  not  be  less 
than  the  amount  fixed  by  the  Act  of  1844,  and  that  the 
deficiency  of  .£706, 387,2  which  has  since  taken  place, 
should  be  redistributed  among  the  country  banks  (whether 
at  present  issuing  or  non-issuing),  in  the  district  in  which  the 
deficiency  has  taken  place  ; — that  we  adopt  the  enactments 
of  Scotland  and  Ireland,  by  allowing  the  existing  banks  of 
issue  to  extend  their  issues  beyond  their  fixed  amount, 
provided  they  have  gold,  either  at  the  head  office  or  at  any 
of  the  branches,3  equal  to  the  amount  of  the  excess  ;  and 

1  The  total  amount  of  this  country  authorized  issue  at  the  present 
time  is  about  £6,038;000,  and  the  actual  circulation  is  about  £3,500,000. 

s  This  deficiency  now  amounts  to  nearly  £2,610,000. 

3  The  Act  of  1845,  in  reference  to  Ireland,  is  imperfect  in  this  respect. 
The  Provincial  Bank  of  Ireland,  for  instance,  can  issue  notes  against 
gold  held  in  Dublin,  Belfast,  Limerick,  and  Cork,  but  not  against  gold 
held  at  any  of  the  other  branches.  There  seems  to  be  no  reason  for  this 
distinction. 
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as  Bank  of  England  notes  are  a  legal  tender  in  England, 
and  can  be  converted  into  gold  upon  demand,  they  might 
in  this  instance  be  placed  upon  an  equality  with  gold  ; — 
that  banks  of  issue  be  permitted  to  continue  their  fixed 
issue  in  the  same  locality,  even  should  they  increase  their 
partners  to  a  greater  number  than  six ;  and  that  this 
regulation  be  made  retrospective,  so  as  to  include  all 
unions  of  banks  of  issue  with  other  banks  that  have  taken 
place  since  the  year  1844 ;  and  further,  that  we  adopt  the 
law  of  Scotland  and  Ireland,  by  allowing  two  or  more 
banks  of  issue,  whatever  may  be  the  number  of  their  part- 
ners, to  unite  and  to  retain  the  united  amount  of  issue  of 
all  the  united  banks.  "With  reference  to  the  issue  of  notes 
under  <£5,  we  think  that  is  a  question  for  the  consideration 
of  statesmen,  and  its  adoption  must  depend  upon  the  poli- 
tical circumstances  of  the  country.  As  long  as  Australia 
can  supply  us  with  gold  sufficient  to  meet  our  foreign  re- 
quirements and  to  maintain  our  domestic  currency,  pro- 
bably we  had  better  remain  as  we  are.  At  the  same  time 
it  may  be  useful  to  know,  that  in  case  of  necessity,  we 
have  here  a  magazine  from  which  we  may  draw  a  large 
supply  of  the  sinews  of  war. 

Country  Bank  Exchanges. 

The  country  bankers  residing  in  the  same  neighbour- 
hood usually  make  their  exchanges  once  a  week,  and  pay 
the  difference  in  London  on  the  following  day.  This 
arrangement  is  of  considerable  advantage  to  all  parties. 
Suppose  I,  as  a  country  banker,  receive  in  the  course  of  a 
week  the  sum  of  <£10,000  in  the  notes  of  a  neighbouring 
bank,  and  that  bank  receives  the  same  amount  of  my 
notes  ;  if  we  exchange  notes,  there  is  an  end  of  the  trans- 
action. I  pay  the  notes  that  bank  has  upon  me  by  the 
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notes  I  have  upon  that  bank,  and  each  of  us  has  =£10,000 
less  in  circulation.  But  suppose  we  refuse  to  exchange 
notes  with  each  other,  then  I  take  his  notes  and  demand 
Bank  of  England  notes  and  sovereigns,  and  he  does  the 
same  with  me.  Hence  each  of  us  must  keep  a  balance  of 
=£10,000  more  in  gold  or  Bank  of  England  notes,  and  also 
an  additional  sum  to  answer  any  sudden  emergency  that 
may  arise  at  any  time  from  that  banker  having  more  than 
the  usual  amount  of  notes,  and  to  meet  any  run  that  he 
may  be  disposed  to  make  upon  me.  Thus  it  is  that  country 
banks,  by  exchanging  notes,  and  receiving  payment  of  the 
difference  in  London,  are  enabled  to  carry  on  their  busi- 
ness with  a  less  amount  of  ready  cash,  and  to  prevent  the 
danger  that  might  arise  from  being  run  upon  by  each 
other.  Those  banks  only  exchange  which  are  in  the  same 
neighbourhood.  Were  I  to  receive  the  notes  of  a  bank  at 
some  distance  off,  I  should  send  these  notes  to  London, 
and  that  banker  would  send  my  notes  to  London,  and  they 
would  be  paid  by  our  London  agents.  "We  should  not  ex- 
change with  each  other,  because  it  would  cost  more  to  send 
a  messenger  with  the  notes  to  be  exchanged  than  it  would 
cost  postage  to  London.  Here  I  have  to  pay  the  postage 
of  these  notes  to  London,  and  I  have  also  to  pay  the  ex- 
pense of  having  my  notes  which  have  been  paid  in  London 
sent  down  to  me. 

The  exchange  between  any  two  banks  established  in  the 
same  place  will  be  regulated  by  the  character  and  extent 
of  the  business  they  may  respectively  carry  on.  The 
balance  may  for  a  considerable  length  of  time  be  uniformly 
in  favour  of  one  of  these  banks,  and  then  for  a  consider- 
able period  in  favour  of  the  other ;  or  it  may  fluctuate 
weekly,  and  at  the  year's  end  be  found  to  be  neither 
favourable  nor  unfavourable.  I  shall  endeavour  to  inves- 
tigate the  causes  which  govern  these  changes.  In  the  first 
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place,  I  shall  presume  that  each  bank  is  a  bank  of  deposit, 
of  discount,  of  remittance,  of  agency,  and  of  circulation. 
The  claims  upon  each  bank  will  then  consist  of — 1. 
Cheques  drawn  against  deposit  accounts.  2.  Its  own 
notes.  3.  Notes  issued  by  its  agents  or  other  branches. 
4.  Letters  of  credit  granted  by  agents  or  branches. 
These  claims  or  obligations  will  get  into  the  possession  of 
the  rival  bank  by  some  of  the  following  ways : — 1.  As 
lodgments  on  deposit  accounts.  2.  In  payment  of  local 
bills.  3.  For  bills  or  letters  of  credit  on  agents  or 
branches.  4.  Received  for  collection  by  post  from  some 
agents  or  branches.  The  exchanges  will  now  be  more 
or  less  favourable,  according  to  the  following  circum- 
stances : — 

1.  The  discounting  of  bills  not  payable  in  the  place 
where  the  banks  are  established  has  a  tendency  to  render 
the  exchanges  unfavourable. 

If,  for  example,  a  country  banker  discounts  bills  pay- 
able in  London,  he  issues  his  own  notes  for  the  amount 
?.t  the  time  the  bill  is  discounted,  and  some  of  these 
aotes  will  get  into  the  rival  bank,  and  render  the  ex- 
changes unfavourable.  When  the  bills  are  due,  the 
London  agent  receives  the  amount  from  the  accepters, 
but  this  has  no  effect  on  the  local  exchange.  Hence  a 
bank  that  discounts  a  large  amount  of  London  bills  must 
expect  to  have  large  sums  to  pay  in  the  exchanges. 
There  are  some  cases,  however,  in  which  the  discounting 
of  London  bills  will  not  affect  the  local  exchange :  these 
are — 1.  When  the  amount  of  the  bill  is  not  taken  in 
notes,  but  in  a  draft  on  the  London  or  some  other  agents. 
"2.  When  the  amount  of  the  bill  is  placed  to  the  party's 
current  account,  the  exchanges  will  not  be  affected  so  long 
as  it  remains  on  that  account.  3.  The  exchanges  will 
not  be  affected,  if  the  notes  issued  for  the  London  bill 
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should  be  retired  either  by  the   bank  that  issued  them, 
or  by  any  of  its  agents. 

2.  If  a  bank  has  to  pay  a  large  amount  on  letters  of 
credit  issued  upon  it  by  its  agents  or  branches,  the  ex- 
changes may  become  unfavourable. 

The  exchanges  between  any  two  banks  may  be  affected 
by  other  circumstances  than  local  connections.  If  one 
bank  is  drawn  upon  by  agents  or  branches,  or  has  to  pay 
notes  issued  by  agents  or  branches,  and  the  other  has  no 
such  connections,  then  the  exchange  will  be  unfavourable 
to  the  former  bank  and  favourable  to  the  latter.  Some 
of  these  notes  or  letters  of  credit,  and  some  of  the  notes 
issued  for  the  letters  of  credit,  will  probably  get  into  the 
possession  of  the  rival  bank,  and  appear  in  the  exchange. 

3.  If  a  bank  issues  a  large  amount  of  bills,  or  letters  of 
•credit  upon  its  agents  or  branches,   the   tendency  is  to 
render  the  exchange  favourable. 

The  bank  receives  the  money  for  these  bills  or  letters 
at  the  time  it  issues  them.  This  money  will  often  be  com- 
posed of  the  notes  chiefly  in  circulation,  and  a  part  of 
them  will  consist  of  the  notes  or  obligations  of  the  rival 
bank,  and  will  be  paid  in  the  exchange :  or  if  the  bank 
receive  from  its  agents  or  branches  any  claims  upon  the 
rival  bank,  or  even  any  bills  to  be  collected,  the  effect 
will  be  to  render  the  exchange  favourable  in  the  same 
•way  as  the  granting  letters  of  credit  upon  those  agents  or 
branches. 

4.  The  increase  of  lodgments  on  current  accounts  has  a 
tendency  to  render  the  exchanges  favourable. 

On  these  accounts  money  is  received  and  money  is  paid 
out  daily.  The  receipts  of  money  tend  to  throw  the  ex- 
change in  favour  of  a  bank,  because  some  portion  of  these 
receipts  will  consist  of  the  obligations  of  the  rival  bank. 
The  payment  of  money  tends  to  render  the  exchange 
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unfavourable,  because  some  of  the  notes  issued  in  pay- 
ment will  find  their  way  into  the  other  bank.  When, 
therefore,  the  receipts  are  more  in  amount  than  the  pay- 
ments, the  exchanges  are  likely  to  be  favourable.  When 
the  total  deposits  lodged  in  a  bank  continue  to  increase, 
the  exchange  will  probably  be  favourable  during  the  pro- 
gress of  such  increase ;  but  after  the  deposits  have  ceased 
to  increase,  the  exchange  will  not  be  more  favourable  than 
before  the  increase  began.  As  long  as  the  amounts  of  the 
deposits  in  the  respective  banks  remain  stationary,  the 
operations  on  those  accounts  will  not  affect  the  exchanges, 
although  the  deposits  in  one  bank  may  be  twice  the 
amount  of  those  in  the  other.  But  if,  from  a  transfer  of 
accounts  or  from  other  causes,  the  deposits  increase  in 
one  bank  and  diminish  in  the  other,  the  exchanges  during 
these  operations  will  be  in  favour  of  the  bank  whose  de- 
posits are  on  the  increase.  But  let  the  progress  of  increase 
be  over,  and  the  amounts  of  the  respective  lodgments  be- 
come permanently  fixed,  then,  as  far  as  the  operations  on 
the  current  accounts  are  concerned,  the  exchanges  will 
again  be  equal. 

5.  An  increase  in  the  amount  of  local  bills  under  dis- 
count has  a  tendency  to  render  the  exchanges  unfavour- 
able. Local  bills  are  bills  payable  in  the  place  where  the 
bank  is  established.  The  operations  on  the  local  bill 
account  are  similar  to  those  on  the  deposit  account.  When 
these  bills  are  discounted,  notes  are  issued — when  the  bills 
are  paid,  notes  are  received.  When  the  amount  of  local 
bills  paid  is  greater  than  that  discounted,  the  tendency  is 
to  render  the  exchanges  favourable.  Thus,  to  reduce  the 
amount  of  local  bills  under  discount  is  to  render  the  ex- 
changes favourable;  and  to  increase  the  amount,  is  to 
render  them  the  reverse.  But  though  the  operations  on 
the  local  bill  account  are  similar  in  their  nature  to  those 
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on  the  current  accounts,  yet  the  effect  is  different  as  to 
their  influence  on  the  exchanges.  For  as  the  amount  of 
the  local  bills  under  discount  increases,  the  exchanges  be- 
come unfavourable  ;  but  as  the  deposits  increase,  the  ex- 
changes become  advantageous.  In  the  increase  of  local 

O  O 

bills,  the  issue  of  notes  will  be  more  than  the  receipts;  but 
in  the  increase  of  the  deposits,  the  receipts  will  be  more 
than  the  issues. 

As  the  laws  of  the  country  circulation  are  the  same, 
whether  the  notes  are  issued  by  private  or  by  joint-stock 
banks,  I  have  introduced  the  subject  into  this  section. 
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SECTION  XXXH. 

COUNTRY    JOINT-STOCK    BANKS. 

TTAYIXG-  treated  of  the  country  joint-stock  bank  cir- 
culation,  in  conjunction  with  the  country  private 
bank  circulation  in  the  foregoing  section,  there  only  re- 
mains to  be  noticed  in  the  present  section,  the  Act  of  Par- 
liament permitting  the  establishment  of  country  joint- 
stock  banks. 

By  a  clause  in  the  charter  of  the  Bank  of  England  no 
partnership  formed  for  carrying  on  the  business  of  banking 
could  consist  of  more  than  six  persons,  but  by  an  Act 
passed  in  the  year  1826,  co-partnerships  of  more  than  six 
in  number  are  permitted  to  carry  on  business  as  bankers 
in  England,  sixty-five  miles  from  London,  provided  they 
have  no  house  of  business  or  establishment  as  bankers  in 
London,  and  that  every  member  of  such  co-partnership 
shall  be  responsible  for  all  the  debts  of  the  company. 
They  must  also  deliver  to  the  Stamp  Office  the  names  and 
places  of  abode  of  all  their  members,  and  also  a  list  of 
their  officers.  These  lists  are  to  be  copied  into  a  book 
which  any  person  is  entitled  to  see  on  paying  one  shilling, 
and  to  obtain  a  copy  for  ten  shillings.  The  banks  may 
sue  and  be  sued  in  the  name  of  their  public  officer,  and 
execution  upon  judgment  may  be  issued  against  any 
member  of  the  co-partnership. 

We  take  the  following  account  of  these  banks  from  a 
Report  of  a  Committee  of  the  House  of  Commons,  ap- 
pointed in  the  year  1836,  to  inquire  into  the  operation  of 

II.  O 
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the  above-named  Act,  7  G-eo.  IV.  cap.  46,  for  permitting  the 
establishment  of  joint-stock  banks  : — 

"  The  evidence  taken  before  your  committee,  and  the  re- 
turns from  the  Stamp  Office,  establish  the  fact  that  these 
banks  are  rapidly  extending  in  all  directions  ;  that  new 
companies  are  daily  forming,  and  that  an  increased  number 
of  branches  and  agencies  are  spreading  throughout  England 
even  in  small  towns  and  villages ;  that  a  principle  of  com- 
petition exists  which  leads  to  the  extinction  of  all  private 
ba.nks,  and  to  their  conversion  into  banking  companies. 
The  mode  in  which  this  is  effected,  and  the  principle  on 
which  the  issue  of  transferable  shares  acts  at  once  on 
private  banks,  and  generally  on  commercial  credit,  is  fully 
developed  in  the  evidence. 

"  Your  committee  have  had  before  them  the  deeds  of 
settlement  of  the  greater  number  of  the  existing  joint- 
stock  banks,  and  they  proceed  to  submit  to  the  House  a.n 
analysis  of  some  of  their  leading  provisions. 

"  Though  the  general  objects  of  these  establishments 
are  much  alike,  yet  there  are  some  variations  in  their 
deeds  of  settlement  which  it  may  be  material  to  point 
out : — 

"  First,  as  to  the  power  of  altering  the  regulations  of 
the  company. 

"  The  active  duties  are  generally  delegated  to  a  small 
body  called  the  directors,  while  the  main  body  of  pro- 
prietors reserve  to  themselves  the  power  of  selecting  the 
directors,  and  of  altering  from  time  to  time  the  rules  by 
which  the  directors  are  to  be  governed.  Indeed,  it  might 
have  been  expected  that  the  proprietors  would  always 
have  reserved  to  themselves  this  power ;  nor  should  this 
general  rule  have  been  noticed,  had  it  not  been  necessary 
to  point  out  a  single  exception  to  it  in  the  case  of  one 
particular  company,  in  which  all  the  powers  of  the  com- 


PRACTICE    OF    BANKING.  195 

pany  are  vested  in  the  directors  of  the  central  bank  till 
January,  1838,  and  even  after  that  date  this  authority  is 
only  to  be  controlled  by  the  '  general  board  of  directors ', 
consisting  of  the  central  directors  themselves,  and  of  the 
local  directors  of  branch  banks  appointed  by  them.  The 
deeds  of  all  the  other  companies  expressly  give  a  power 
to  the  shareholders  to  make  new  laws  and  regulations. 

"  Secondly,  as  to  the  mode  of  conducting  the  business 
of  banking. 

"  This  is  for  the  most  part  set  out  in  general  terms. 
Some  banking  companies  content  themselves  with  defining 
the  business  to  be  '  banking  in  all  its  branches  ; '  in  other 
cases  it  is  called  '  the  business  of  bankers.' 

"  Advancing  money  on  real  security  is  in  no  instance 
forbidden.  The  deeds  of  three  companies  are  silent  on 
the  subject ;  the  rest  expressly  allow  it. 

"  The  majority  of  the  deeds  are  silent  on  the  subject 
of  the. purchase  of  land.  The  Banking  Com- 
pany expressly  allows  it.  The  Banking  Com- 
pany and  the  Union  Banking  Company  expressly  for- 
bid "it. 

"An  advance  of  money  on  mining  concerns  is  in  no 
instance  expressly  allowed;  in  many  it  is  expressly  for- 
bidden ;  in  the  majority  it  is  passed  over  in  silence. 

"  Advances  of  money  upon  any  '  public  foreign  govern- 
ment stock,'  or  '  the  stock  of  any  foreigni  chartered  public 
company,'  is  directly  sanctioned  in  the  deeds  of  four 
banking  companies.  Investment  in  foreign  government 
stock  or  funds,  is  allowed  by  the  deed  of  another  bank. 
Such  advances  are  expressly  forbidden  by  many  of  the 
deeds,  and  are  passed  over  in  silence  by  many  others. 

"  In  no  instance  is  the  company  forbidden  to  become 
the  purchaser  of  its  own  shares,  but,  on  the  contrary,  power 
is  expressly  given  to  do  so  by  means  of  the  deeds,  and 
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that  to  any  amount.  The  only  modifications  of  this  power 
which  your  committee  have  found,  are  in  the  case  of  one 
banking  company,  in  which  the  directors  are  authorized 
to  purchase  shares  in  the  case  only  of  a  refusal  to  admit 
as  a  proprietor  the  person  proposing  to  buy ;  and  in  the 
case  of  another  bank,  the  number  of  shares  to  be  bought 
in  by  the  directors  is  restricted  to  forty. 

"  Thirdly,  as  to  the  degree  of  publicity  to  be  given  to 
the  proceedings. 

"  No  principle  seems  to  be  more  attended  to,  or  promi- 
nently put  forward,  than  that  of  preserving  secrecy  as  to 
the  state  of  the  accounts  of  the  customers  of  the  banks. 
To  this  principle  there  does  not  appear  to  be  an  exception. 

"  The  directors  are  in  general  required  to  sign  a  declara- 
tion pledging  themselves  to  observe  secrecy  as  to  the 
transactions  of  the  bank  with  their  customers,  and  the 
state  of  the  accounts  of  individuals.  In  some  of  the 
companies  this  declaration  is  also  to-  be  signed  by  all  the 
clerks  and  officers.  One  banking  company  goes  so  far  as 
to  require  an  oath  to  this  effect.  If  the  proprietors  are 
dissatisfied  with  the  statement  of  accounts  made  by  the 
directors,  a  power  is  generally  reserved  to  appoint  auditors 
or  inspectors  for  the  examination  of  the  books,  but  these 
auditors  or  inspectors  are  required  to  sign  a  similar  decla- 
ration of  secrecy. 

"  No  proprietor,  not  being  a  director,  is  entitled  to 
inspect  any  of  the  books  of  the  company. 

"  The  directors  are  in  general  bound  to  exhibit  to  the 
general  meeting  of  the  shareholders  a  summary  or  balance- 
sheet  of  their  affairs,  and  to  make  such  further  statement 
or  report  as  the  directors  may  deem  expedient  or  conducive 
to  the  interests  of  the  company.  In  the  case  of  one  of 
these  banks,  even  this  is  not  obligatory  by  the  terms  of 
the  deed,  which  leave  it  to  the  discretion  of  the  directors 
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whether  they  do  or  do  not  exhibit  a  balance-sheet.  In  a 
very  extensive  bank,  the  proprietors  annually  appoint 
auditors  to  examine  the  affairs  of  the  company  and  to 
report  therein. 

"  In  some  of  the  companies  the  principle  of  secrecy  is 
carried  still  further :  two  of  the  directors,  selected  from 
the  rest,  are  the  exclusive  depositaries  of  the  power  of  in- 
specting the  private  accounts  of  customers.  These  persons 
are  sometimes  called  'confidential  directors.'  This  pro- 
vision is  stated  to  be  made  '  in  order  that  the  credit  and 
private  transactions  of  individuals  may  be  preserved  in- 
violate.' Sometimes  they  are  called  '  managing  directors  ; ' 
sometimes  '  special  directors.'  In  other  companies,  though 
all  the  directors  have  the  power  of  inspection  of  the 
accounts  of  customers,  two  of  the  directors  are  selected  to 
inspect  bills  and  notes,  '  in  order  to  prevent  the  exposure 
of  such  bills  of  exchange  and  promissory  notes  as  may 
pass  through  the  bank.'  These  two  directors  are  called 
the  '  bill  committee.'  In  two  of  the  companies  a  single 
person  called  the  '  manager '  has  the  exclusive  power  of 
inspecting  bills  and  notes. 

"  Fourthly,  as  to  the  terms  on  which  the  company  is  to 
be  dissolved. 

"  The  deeds  of  all  these  companies  contain  some  pro- 
vision for  dissolution  in  certain  contingencies.  It  is  in 
general  provided  that  a  dissolution  of  the  company  shall 
take  place  by  reason,  either  of  a  certain  amount  of  loss,  or 
of  a  voluntary  agreement.  Dissolution  by  reason  of  loss 
in  the  great  majority  of  the  deeds  is  provided  for  in  the 
following  manner : — 

"  It  is  necessary  to  premise  that  the  directors  of  each 
of  these  companies  are  bound  to  set  aside  a  certain  portion 
of  the  profits  to  form  a  fund  to  meet  extraordinary 
demands,  which  fund  is  sometimes  called  the  '  surplus 
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fund,'  sometimes  the  'reserved  fund,'  but  more  usually 
the  '  guarantee  fund.'  The  ordinary  provision  for  dissolu- 
tion is  to  this  effect : — That  if  the  losses  sustained  shall 
at  any  time  have  absorbed  the  whole  of  this  '  guarantee 
fund '  and  also  one-fourth  of  the  capital  paid  up,  then  any 
one  shareholder  may  require  the  dissolution  of  the  com- 
pany, which  shall  take  place  accordingly,  unless  two- 
thirds  in  number  and  value  of  the  shareholders  shall  be 
desirous  of  continuing  the  company,  and  shall  purchase 
the  shares  of  those  proprietors  who  wish  to  withdraw.  In 
one  bank  the  dissolution  of  the  company  takes  place  upon 
a  loss  of  one-fifth  instead  of  one-fourth  of  the  capital. 
In  two  other  banks  no  mention  is  made  of  the  guarantee 
fund. 

"  The  provision  of  the  great  majority  of  deeds  as  above 
stated  is,  that  in  the  event  of  a  given  amount  of  loss  any 
one  shareholder  may  propose  the  dissolution.  In  some, 
three  shareholders  are  required.  In  the  Banking  Com- 
pany A,  the  requisition  for  dissolution  must  be  made  by 
ten  shareholders  holding  200  shares  ;  in  the  Bank  B  by 
one-fourth  of  the  company  ;  but  if  the  loss  amount  to  one- 
half  the  capital,  then  by  any  single  shareholder. 

"  By  the  general  provisions  of  the  great  majority  of 
deeds,  the  dissolution  of  the  company,  though  duly  pro- 
posed, may  be  averted  by  two-thirds  of  the  proprietors ; 
but  in  some  there  exists  no  such  restriction  ;  and  on  the 
occurrence  of  a  given  amount  of  loss,  the  dissolution,  if 
proposed,  must  necessarily  take  place.  In  other  instances, 
on  the  appearance  of  a  given  amount  of  loss,  the  dissolu- 
tion is  to  take  place  immediately,  even  though  no  partner 
should  propose  it." 
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SECTION  XXXHI. 

THE    SCOTCH    BANKS. 

IN     this    section     we     shall    consider     the    following 
topics  : — 

I.  The  Law  of  Scotland  with  reference  to  Banking. 
II.  A  Comparison  between  the  Banks  of  Scotland  and 

those  of  England. 

III.  The  Laws  of  the  Currency  with  reference  to  Scot- 
land. 

IT.  Those  operations  of  the  Scotch  Banks  that  refer  to 
the  system  of  Cash  Credits,  Interest  on  Deposits, 
and  the  settlement  of  the  Exchanges. 

I. — The  Laic  of  Scotland  icith  reference  to  Banking. 

The  general  provisions  of  the  law  of  Scotland  bearing 
upon  this  subject  are  calculated  to  promote  the  solidity  of 
banking  establishments. 

1.  There  is  no  limitation  to  the  numlitr  of  partners. 

2.  The  private  fortune  of  every  partner  is  answerable  for 
the  debts  of  the  bank. 

3.  Land,  as  well  as  other  property,  may  "be  attached  for 
debt. 

4.  In  Scotland  all  Land  is  registered;  so  it  is  easy  for 
any  individual,  by  referring  to  the  records,  to  ascertain 
what  landed  property  is  possessed  by  the  partners  of  the 
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bank,  and  also  whether  or  not  it  be  mortgaged.  The  fol- 
lowing is  the  language  of  the  Eeport  of  the  Committee  of 
the  House  of  Commons,  appointed  in  1826  to  consider  the 
expediency  of  abolishing  all  notes  under  .£5  : — 

"  There  is  no  limitation  upon  the  number  of  partners 
of  which  a  banking  company  may  consist  ;  and,  except- 
ing in  the  case  of  the  Bank  of  Scotland,  and  the  two 
chartered  banks,  which  have  very  considerable  capitals,  the 
partners  of  all  banking  companies  are  bound  jointly  and 
severally,  so  that  each  partner  is  liable  to  the  whole  extent 
of  his  fortune  for  the  whole  debts  of  the  company. 

"  A  creditor  in  Scotland  is  empowered  to  attach  the  real 
and  portable,  as  well  as  the  personal  estate  of  his  debtor, 
for  payment  of  personal  debts,  among  which  may  be 
classed  debts  due  by  bills  and  promissory  notes  ;  and  re- 
course may  be  had  for  the  procuring  payment  to  each 
description  of  property  at  the  same  time.  Execution  is 
not  confined  to  the  real  property  of  a  debtor  merely  during 
his  life,  but  proceeds  with  equal  effect  upon  that  property 
after  his  decease. 

"  The  law  relating  to  the  establishment  of  records  gives 
ready  means  of  procuring  information  with  respect  to  the 
real  and  heritable  estate  of  which  any  person  in  Scotland 
may  be  possessed.  No  purchase  of  an  estate  in  that 
country  is  secure  until  the  seisine  (that  is,  the  instrument 
certifying  that  actual  delivery  has  been  given)  is  put  on 
record ;  nor  is  any  mortgage  effectual  until  the  deed  is  in 
like  manner  recorded. 

"  In  the  case  of  conflicting  pecuniary  claims  upon  real 
property,  the  preference  is  not  regulated  by  the  date  of  the 
transaction,  but  by  the  date  of  its  record.  These  records 
are  accessible  to  all  persons ;  and  thus  the  public  can 
with  ease  ascertain  the  effective  means  which  a  banking 
company  possesses  of  discharging  its  obligations,  and  the 
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partners  in  that  company  are  enabled  to  determine  with 
tolerable  accuracy  the  degree  of  risk  and  responsibility  to 
•which  the  private  property  of  each  is  exposed. 

"  There  are  other  provisions  of  the  law  of  Scotland 
•which  it  is  not  necessary  minutely  to  detail,  the  general 
tendency  of  -which  is  the  same  -with  those  above  men- 
tioned."' 

"  The  following  Acts  of  Parliament  have  been  passed  in 
reference  to  banking  in  Scotland : — 

"  The  first  notice  of  banking  in  Scotland  which  occurs 
in  the  statute-book,  is  an  Act  of  King  "William  the  Third, 
passed  in  the  year  1695,  under  which  the  Bank  of  Scotland 
was  established.  By  this  Act  an  exclusive  privilege  of 
banking  was  conferred  upon  that  bank,  it  being  provided, 
'  that  for  the  period  of  twenty  years  from  the  17th  July, 
1695,  it  should  not  be  lawful  for  any  other  person  to  set 
up  a  distinct  company  or  bank  within  the  kingdom  of 
Scotland,  besides  those  persons  in  whose  favour  this  Act 
was  granted.'  No  renewal  of  the  exclusive  privilege  took 
place  after  the  expiration  of  the  twenty-one  years. 

"  The  Bank  of  Scotland  first  issued  notes  of  20s.  in  the 
year  1704  ;  but  the  amount  of  notes  in  circulation  previous 
to  the  Union  was  very  limited. 

"  The  Bank  of  Scotland  continued  the  only  bank  from 
the  date  of  its  establishment  in  1695,  to  the  year  1727. 

"  In  that  year  a  charter  of  incorporation  was  granted  to 
certain  individuals  named  therein,  for  carrying  on  the 
business  of  banking  under  the  name  of  the  Eoyal  Bank  ; 
and  subsequent  charters  were  granted  to  this  establish- 
ment, enlarging  the  capital,  which  now  amounts  to  one 
million  and  a  half.1 

"  An  Act  passed  in  the  year  1765,  is  the  first  and  most 

1  The  capital  of  the  Royal  Bank  of  Scotland  now  amounts  to  two 
millions. 


202  THE    HISTORY,    PRINCIPLES,   AND 

important  Act  of  the  Legislature  which  regulates  the  issue 
of  promissory  notes  in  Scotland. 

"  It  appears  from  its  preamble,  that  a  practice  had  pre- 
vailed in  Scotland  of  issuing  notes  which  circulated  as 
specie,  and  which  were  made  payable  to  the  bearer  on 
demand,  or  payable  at  the  option  of  the  issuer  at  the  end 
of  six  months,  with  a  sum  equal  to  the  legal  interest  from 
the  demand  to  that  time. 

"  The  Act  of  1765  prohibits  the  issue  of  notes  in  which 
such  an  option  as  that  before  mentioned  is  reserved  to  the 
issuer.  It  requires  that  all  notes  of  the  nature  of  a  bank 
note,  and  circulating  like  specie,  should  be  paid  on 
demand  ;  and  prohibits  the  issue  of  any  promissory  note 
of  a  sum  less  than  20s. 

11  With  respect  to  the  issue  of  promissory  notes  in 
England,  an  Act  was  passed  in  1775,  prohibiting  the  issue 
of  any  such  notes  under  the  sum  of  20s.  And  in  the  year 
1777,  restraints  were  imposed  bylaw  on  the  issue  of  notes 
between  the  sum  of  20s.  and  ,£5,  which  were  equivalent  to 
the  prohibition  of  such  notes  circulating  as  specie. 

"  In  the  year  1797,  when  the  restrictions  as  to  payments 
in  cash  were  imposed  upon  the  Bank  of  England,  the 
provisions  of  the  Act  of  1777,  with  regard  to  the  issue  of 
notes  between  20s.  and  £5,  were  suspended.  By  an  Act 
passed  in  the  third  year  of  his  present  Majesty,  the  sus- 
pension was  continued  until  the  5th  of  January,  1833 ; 
but  now  stands  limited,  by  an  Act  of  the  present  session, 
to  April  5,  1829." 

"  The  general  result  of  the  laws  regulating  the  paper 
currency  in  the  two  countries  is  this  : — 

"  That  in  Scotland,  the  issue  of  promissory  notes  payable 
to  bearer  on  demand  for  a  sum  of  not  less  than  20s.  has 
been  at  all  times  permitted  by  law,  nor  has  any  Act  been 
passed  limiting  the  period  for  which  such  issue  shall  con- 
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tinue  legal  in  that  country.  In  England,  the  issue  of  pro- 
missory notes  for  a  less  sum  than  =£5  was  prohibited  by  law 
from  the  year  1772  to  the  period  of  the  bank  restriction  in 
1797.  It  has  been  permitted  since  179 7;  and  the  permission 
will  cease,  as  the  law  at  present  stands,  in  April,  1829." 

The  Act  which  now  regulates  the  issue  of  bank  notes 
in  Scotland  is  8  &  9  Viet.  c.  38,  passed  in  the  year  1845. 

By  this  Act,  the  power  of  issuing  notes  is  confined  to 
those  banks  that  issued  notes  in  the  year  preceding  the 
1st  day  of  May,  1845.  And  the  amount  to  which  each 
bank  may  issue  is  not  to  exceed  the  average  amount  of 
notes  it  had  in  circulation  during  the  year  ending  the  1st  of 
May,  1845,  and  the  amount  of  gold  or  silver  coin  it  may 
at  the  time  have  in  possession  at  the  head  office  or  prin- 
cipal place  of  issue,  in  the  proportion  that  the  silver  shall 
not  be  more  than  one-fourth  the  amount  of  the  gold. 

This  Act  was  to  come  into  operation  on  the  6th  day  of 
December,  1845.  After  which  day  each  banker  is  to 
make  weekly  returns  to  the  Stamp  Office  of  his  notes  in 
circulation,  and  of  the  gold  and  silver  coin  on  hand ;  and 
the  averages  of  four  weeks  are  to  be  published  in  the 
"  London  Gazette,"  with  a  certificate  from  the  commissioner 
as  to  whether  the  bank  has  held  the  amount  of  coin 
required  by  this  Act. 

All  banks,  except  the  Bank  of  Scotland,  the  Eoyal  Bank 
of  Scotland,  and  the  British  Linen  Company,  are  required 
to  send  to  the  Stamp  Office,  between  the  1st  and  loth 
days  of  January,  inclusive,  the  names  of  all  their  partners, 
which  shall  be  published  by  the  1st  day  of  March  follow- 
ing, in  some  newspaper  circulating  within  each  town  or 
county  respectively  in  which  the  head  office  or  principal 
place  of  issue  of  such  bank  is  situated. 

Bank  of  England  notes  are  not  to  be  a  legal  tender  in 
Scotland. 
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In  the  Acts  of  Parliament  passed  in  1844  and  1845  for 
Regulating  Banks  of  Issue  in  England  and  in  Scotland, 
we  may  observe  the  following  differences  : — 

1.  The  maximum  of  the  circulation  in  England  is  the 
average  of  the  twelve  weeks  ending  the  27th  of  April, 
1844.     The  maximum  in  Scotland  is  the  average  of  the 
year  ending  the  1st  day  of  May,  1845. 

2.  The  English  banks  are  not,  under  any  circumstances, 
allowed  to  exceed  the  fixed  limit.     The  Scotch  banks  are 
allowed  to  exceed  their  limit,  provided  they  hold  in  their 
coffers  at  the  head  office  an  amount  of  gold  and  silver 
equal  to  such  excess. 

3.  In  England,  should  two  joint-stock  banks  of  issue 
effect  a  junction,  the  circulation  of  one  of  them  would  be 
forfeited,1  and  the  united  bank  could  issue  only  to  the 
amount  which  the  other  bank  had  previously  issued.     In 
Scotland,   the  united  bank   is  allowed  to  issue  to   the 
amount  of  the  two  circulations  added  together. 

4.  In  Scotland,  notes  under  £o  are  still  permitted.     In 
England,  notes  under  <£5  are  still  prohibited. 

II. — A  Comparison  between  the  Banks  of  Scotland  and  those 
of  England. 

The  differences  between  the  English  and  the  Scotch 
banks  are  the  following  : — 

1  There  is  no  express  provision  in  the  English  Act  with  reference  to 
the  junction  of  two  joint-stock  banks.  We  consider  that  only  one  of  the 
banks  would  lose  its  issue,  provided  the  continuing  bank  retained  its 
original  title,  so  as  not  to  create  a  new  bank.  But  if  by  the  union  a  new 
bank  should  be  formed,  then  both  the  banks  would  lose  their  issues. 
In  the  same  way,  we  think  that  the  union  of  an  issuing  and  a  non- 
issuing  bank  would  cause  no  change  in  the  issue.  But  then  the  new 
tank  must  retain  the  title  of  the  old  issuing  bank.  Its  right  of  issue 
would  not  be  affected  by  taking  new  directors  or  new  shareholders. 
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1.  The  Scotch  banks   are  all  joint-stock  banks.      In 
England  there  is   a  mixture  of  joint-stock  and  private 
banks. 

2.  The  Scotch  banks  are  all  banks  of  issue.    In  England 
there  are  many,  both  private  and  joint-stock  banks,  that 
are  not  banks  of  issue. 

3.  The  Scotch  banks  all  have  branches.     In  England 
most  of  the  private  banks,  and  some  of  the  joint-stock 
banks,  have  no  branches. 

4.  The  Scotch  banks  universally  grant  interest  on  the 
balance  of  current  accounts — a  practice  not  universally 
adopted  in  England,  especially  in  London. 

5.  The  mode  of  making   advances   by  way  of   "  cash 
credit "  is  general  in  Scotland,  but  exceptional  in  Eng- 
land. 

We  may  also  observe  some  other  differences,  chiefly  of  a 
business  character,  which  have  au  important  bearing  on 
the  interest  of  the  community. 

1.  The  banks  of  Scotland  have  generally  a  large  paid- 
up  capital. 

"  Two  great  errors  appear  to  have  been  committed  in 
the  formation  of  joint-stock  banks  in  England,  and,  until 
these  are  remedied,  such  establishments  can  hardly  expect 
to  reach  a  higher  degree  of  importance  or  credit  than 
is  attainable  by  a  wealthy  private  bank.  These  evils 
are,  in  the  first  place,  too  small  a  capital  relatively  to 
the  extent  of  business  undertaken ;  and,  in  the  next 
place,  the  circumstance  of  the  issues  of  the  joint-stock 
banks  being  left  uncontrolled  by  any  effective  system  of 
exchange. 

"  The  advantage  of  a  small  capital  in  banking  is,  that  it 
enables  the  establishment,  if  at  all  successful  in  business, 
to  pay  a  large  dividend.  The  profits  of  banking  depend, 
in  a  great  measure,  on  the  amount  of  deposits  and  circula- 
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tion,  and,  according  as  these  are  great  or  small  compared 
with  the  extent  of  the  capital,  will  the  company  be  enabled 
to  divide  a  larger  or  a  smaller  dividend.  It  therefore 
becomes  the  obvious  policy  of  those  establishments,  the 
managers  of  which  conceive  that  the  success  of  a  bank  is 
proved  by  the  early  payment  of  a  high  dividend,  to  keep 
the  capital  of  the  company  within  the  narrowest  possible 
limits.  This  system  has  been  carried  to  the  utmost 
extreme  in  England ;  and  hence,  although  large  dividends 
have  been  paid  to  the  shareholders,  there  has  been  no 
corresponding  increase  of  confidence  on  the  part  of  the 
public. 

"  The  Scotch  banks,  on  the  other  hand,  have  pursued  a 
directly  opposite  course.  Their  object  has  been  to  secure 
public  confidence  by  the  extent  of  their  capital,  and  they 
have  continued  to  pay  moderate  dividends  to  their  share- 
holders, until  justified  in  augmenting  them  by  years  of 
success,  and  a  large  accumulated  sinking-fund.  So  well, 
indeed,  is  this  system  understood,  and  so  completely  has 
it  attained  its  purposes,  that  the  slightest  appearance  of 
improvidence  displayed  by  a  Scotch  joint-stock  bank,  in 
fixing  the  amount  of  its  dividend,  has  been  invariably 
attended  with  a  decrease  of  the  public  confidence  in  the 
stock  of  the  establishment.  In  this  manner  public  con- 
fidence has  been  secured,  the  value  of  Scotch  bank  stock 
has  risen  in  the  market,  and  the  shareholders  have  received 
their  extra  profits  as  a  bonus,  or  in  the  increased  value  of 
their  own  shares.  Thus,  instead  of  being  looked  upon  as 
establishments  aiming  at  the  ephemeral  advantage  of 
making  a  large  dividend,  for  stock-jobbing  or  temporary 
purposes,  our  banks  have  almost  invariably  assumed  the 
character  of  permanent  national  establishments,  identified 
with  the  prosperity  of  the  country,  and,  by  means  of  their 
small-note  circulation,  conferring  benefit  on,  as  well  as 
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obtaining   the   confidence   of,    every   class   in  the    com- 
munity." ; 

2.  Iii  operating  on  his  current  account,  it  is  not  the 
general   practice   in   Scotland  for   a   customer  to  draw 
cheques  e  on  the  bank  for  his  individual  payments,  nor  to 
accept  bills  payable  at  the  bank.      If  he  has  to   make 
twenty  payments  in  the  course  of  the  day,  he  will  go  to 
the  bank  in  the  morning,  and  draw  out  in  one  sum  a 
sufficient  amount  of  notes  to  make  all  these  payments. 
On  the  other  hand,  if  a  customer  should  receive  money 
from  twenty  different  people  in  the  course  of  the  day,  he 
will  not  receive  cheques,  as  there  are  none  in  circulation, 
but  bank  notes,  which  at  the  close  of  the  day  he  will  pay 
in  one  sum  into  the  bank.     In  England,  all  these  receipts 
and  payments  would  be  made  in  cheques,  each  having 
probably  odd  shillings  and  pence.     From  this  cause,  the 
trouble  and  expense  to  a  bank  of  conducting  a  current 
account  is  much  greater  in  England  than  in  Scotland. 

3.  The  system  of  numerous  branches  leads  to  unifor- 
mity all  over  Scotland  in  the  terms  on  which  business  is 
transacted  in  the  banks. 

From  the  small  number  of  banks  that  existed  for  many 
years  in  Scotland,  and  from  the  circumstance  that  the 
head  offices  of  most  of  these  banks  were  fixed  at  Edin- 
burgh, it  was  easy  for  them  to  form  arrangements  among 
themselves  for  the  regulation  of  their  business.  Hence 
arose  a  uniformity  of  practice  among  all  the  banks,  and 
throughout  the  whole  of  Scotland. 

1  "Letter  to  James  William  Gilbart,  Esq.,  on  the  Eelative  Merits  of 
the  English  and  Scotch  Banking  bystems  ;  with  Practical  Suggestions 
for  the  Consolidation  of  the  English  Joint-stock  Banking  Interest."     By 
Robert  Bell. 

2  This  custom  is  very  much  modified  now;    the  system  of  passing 
cheques  having  become  almost  universal  a  daily  clearing  has  been 
instituted. 
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This  uniformity  does  not  exist  in  England.  The  system 
of  London  banking  is  different  from  that  in  the  country. 
And  the  banking  of  one  district  differs  from  that  of 
another  district.  It  would  be  difficult  to  produce  any 
general  union  in  England,  even  among  the  joint-stock 
banks.  There  is  a  difference  in  the  character  of  their 
localities.  Their  head  offices  are  too  wide  apart  to  admit 
of  frequent  personal  communication.  And  it  may  be 
feared  that  among  the  joint-stock  banks  of  England  there 
is  not  enough  of  that  esprit  du  corps  which  is  essential  to 
the  existence  of  a  general  confederation. 

There  is,  however,  considerable  competition  among  the 
banks  of  Scotland.  This  rivalry,  however,  does  not  lead 
to  transacting  business  on  lower  terms.1  Indeed,  these 
terms  are  always  very  moderate.  The  difference  between 
the  rate  of  interest  allowed  and  charged  is  rarely  more 
than  one  per  cent.  No  commission  is  charged  on  cur- 
rent accounts  ;  and  it  is  only  recently,  we  believe,  that 
commission  has  been  charged  on  the  amount  (not  the 
operations)  of  cash  credits.  Sometimes  the  banks  at 
Glasgow,  when  there  is  a  great  demand  for  capital,  have 
been  disposed  to  grant  a  higher  rate  of  interest  than 
the  banks  of  Edinburgh ;  but  this  difference  has  soon 
been  arranged.  The  provincial  banks,  too,  have  carried 
on  a  strong  opposition  against  the  branches  of  the  Edin- 
burgh banks.  The  late  Thomas  Kinnear,  Esq.,  when 
asked  what  had  led  to  the  discontinuing  of  some  branches 
of  the  Bank  of  Scotland,  replied  : — 

"  With  respect  to  those  that  are  beyond  my  memory, 
I  cannot  say  what  was  the  cause  ;  but  those  that  have 

1  The  hanks  have  entered  upon  an  agreement  to  maintain  a  uniform 
scale  of  charges  for  commission,  exchange,  &c.,  and  meet  from  time  to 
time  to  settle  the  rates  of  discount  and  interest — these  being  regulated 
by  the  rise  and  fall  in  the  Bank  of  England  rates. 
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been  given  up  within  my  recollection,  in  point  of  fact 
•were  given  up  in  consequence  of  the  town  in  which  that 
branch  had  originally  been  established  having  accumu- 
lated wealth  to  such  a  degree  that  it  could  afford  a  bank- 
ing capital  of  its  own,  and  that  it  had  in  point  of  fact 
established  a  local  bank  ;  then  the  connection  of  that  local 
bank  went  so  strongly  against  us  by  fair  competition,  that 
we  found  we  could  employ  our  capital  to  better  purpose 
elsewhere,  and  gave  up  the  branch."  l 

4.  The  system  of  numerous  branches  enables  the  banks 
of  Scotland  to  transfer  the  surplus  capital  of  the  agri- 
cultural districts  to  the  manufacturing  and  commercial 
districts,  without  going  through  the  process  of  rediscount- 
ing  their  bills. 

Some  Scotch  writers  have  considered  it  a  reproach  to- 
the  English  banks  that  they  rediscount  their  bills,  and 
have  boasted  that  the  practice  of  rediscount  is  unknown 
in  Scotland.  The  accusation  is  made  without  due  consi- 
deration. The  system  of  branches  makes  a  difference 
in  all  banking  arrangements.  A  bank  in  an  agricul- 
tural district,  say  at  Norwich,  has  a  superabundance  of 
money.  A  manufacturing  town,  say  Manchester,  has  a 
demand  for  money.  The  bank  at  Norwich  will  send  its 
money  to  a  bill-broker  in  London.  The  bank  at  Man- 
chester will  send  its  bills  to  the  same  broker.  A  redis- 
count takes  place.  But  let  us  suppose  that  the  bill- 
brokering  establishment  should  become  the  head  office  of 
a  large  bank,  having  one  branch  at  Norwich  and  another 
at  Manchester.  Then  no  rediscount  will  occur.  The  bills 
discounted  at  Manchester  will  never  pass  out  of  the  pos- 
session of  the  bank.  Nevertheless,  the  surplus  funds  at 
Norwich  will  be  transferred  to  meet  the  wants  of  Man- 
chester as  effectually  as  before.  This  is  an  illustration  of 
1  Commons,  132,  Kinncar. 

II.  P 
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the  branch  system  in  Scotland.  A  bank  at  Edinburgh 
will  have  branches  in  both  the  agricultural  and  the  manu- 
facturing districts.  Or  a  bank  whose  head  office  is  in  a 
manufacturing  town,  will  have  branches  in  the  agricultural 
districts.  Thus  the  surplus  funds  of  Perth,  Ayr,  and  Dum- 
fries are  speedily  transferred  to  be  employed  at  Glasgow, 
Paisley,  and  Dundee.  "Were  a  bank  to  be  established  at 
Glasgow  without  branches,  it  would  probably  have  occasion 
for  discount  at  certain  times,  as  well  as  the  banks  at  Man- 
chester or  Leeds. 

At  the  same  time,  we  think  this  transfer  of  capital  by 
means  of  branches  is  better  than  by  means  of  rediscount. 
There  is  no  occasion  for  the  intermediate  party,  the  bill- 
broker.  The  bills  do  not  go  out  of  the  bank,  so  that  men's 
transactions  do  not  become  known.  The  abuses  connected 
with  rediscount  by  fictitious  bills  are  effectually  prevented, 
and  the  bank  can  more  readily  regulate  its  advances  in 
accordance  with  its  means.  To  recur  to  our  illustration: — 
The  bank  at  Norwich  may  lose  a  large  amount  of  its  depo- 
sits ;  the  bank  at  Manchester,  knowing  nothing  of  this, 
may  continue  its  advances  in  dependence  upon  receiving 
its  usual  rediscount.  The  check  may  at  length  come  so 
suddenly  that  the  Manchester  bank  may  be  placed  in 
difficulty.  Under  the  branch  system,  should  any  large 
amount  of  deposits  be  withdrawn  from  one  branch,  the 
bank  would  immediately  limit  its  advances  at  the  others. 
The  advantage  of  this  system  on  the  approach  of  a  pressure 
is  obvious. 

5.  The  system  of  numerous  branches  leads  to  more 
regularity  and  uniformity  in  the  mode  of  making  their 
exchanges. 

The  Scotch  bankers  are  loud  in  their  praises  of  the 
system  of  exchanges.  And  justly  so.  We  have  shown 
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that  the  English  country  banks  make  their  exchanges  with 
each  other,  and  pay  the  difference  by  a  draft  on  London. 
These  operations  have  the  same  effect  as  the  exchanges  in 
Scotland  of  withdrawing  from  circulation  all  the  super- 
fluous notes  ;  that  is  to  say,  all  the  notes  that  come  into 
the  hands  of  the  bankers.  If  it  be  true  that  notes  remain 
out  longer  in  circulation  in  England  than  in  Scotland,  it 
arises  not  from  any  difference  in  the  system  of  exchanges, 
but  from  a  difference  in  the  habits  of  the  people  with 
regard  to  "  keeping  a  banker."  If  a  Scotch  banker  issue 
.£1,000  of  notes  in  the  morning,  he  feels  assured  that  these 
notes  will  be  paid  into  some  other  bank  in  the  course  of 
the  day.  An  English  banker  is  not  so  sure.  The  party 
may  not  "  keep  a  banker,"  and  he  may  then  lock  up  the 
notes  in  a  strong  box  for  a  week  or  ten  days,  until  he  have 
occasion  to  make  a  payment.  We  think  it  desirable  that 
every  man  who  has  money  should  lodge  it  in  a  bank,  not 
merely  for  interest,  but  for  security,  and  therefore  we 
approve  of  the  Scotch  practice.  But  it  is  this  universal 
practice  of  having  a  banker,  and  not  merely  the  system 
of  exchanges,  that  withdraws  notes  so  rapidly  from  circu- 
lation. 

At  the  same  time,  it  should  be  stated  that  the  Scotch 
bankers  are  of  opinion  that  our  system  of  banking  in 
England  is  chargeable  with  some  portion  of  the  blame. 
They  say  that  as  the  English  banks  do  not  universally 
allow  interest  on  deposits  and  current  accounts,  the  people 
have  not  the  same  inducement  as  in  Scotland  for  placing 
their  money  in  a  bank.  And  as  many  banks  charge  com- 
mission on  the  operations  of  a  current  account,  it  is  the 
interest  even  of  those  who  keep  bankers  to  pay  away  the 
notes  they  receive  to  other  parties,  rather  than  to  lodge 
them  to  their  credit  with  their  banker.  On  this  subject  I 
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may  quote  the  following  extract  from  a  second  letter  ad- 
dressed to  me  by  Mr.  Bell : l — 

"  In  Scotland  we  have  adopted  every  means  to  concen- 
trate the  resources  of  the  country  in  the  hands  of  the 
banker.  We  allow  a  liberal  rate  of  interest  on  deposits, 
while  we  not  only  encourage  small  capitalists  and  traders 
to  open  accounts  with  us,  but  we  induce  our  customers  to 
make  frequent  operations  on  their  accounts,  and  the  result 
is  that  every  superfluous  bank  note  is  rapidly  returned 
upon  the  issuer.  The  very  opposite  course  is  pursued  in 
England.  You  allow  no  interest  on  deposits,  you  give  no 
encouragement  to  small  depositors,  while  you  put  a  barrier 
in  the  way  of  your  customers'  making  frequent  operations, 
by  the  charging  a  commission  on  the  debit  side  of  their 
accounts  ;  the  consequence  of  which  is,  that  not  only  your 
paper,  but  your  gold  currency,  stagnates  in  the  hands  of 
the  public  during  times  of  prosperity,  leaving  the  paper 
issues  to  be  poured  back  upon  the  issuers  in  seasons  of 
adversity,  thus  aggravating  in  no  slight  degree  the  severity 
of  monetary  pressures." 

Even  were  the  keeping  of  a  banker  as  general  in  England 
as  in  Scotland,  the  same  system  of  exchanges  could  not  be 
adopted.  The  Scotch  system  requires, — an  equality,  or  an 
approach  to  it,  among  the  several  banks  ;  that  the  head 
offices  of  these  banks,  generally,  should  be  in  the  capital  • 
and  that  the  banks  should  have  numerous  branches 
throughout  the  country.  These  circumstances  do  not  exist 
in  England.  And,  moreover,  we  have  the  Bank  of  England, 
whose  notes  are  a  legal  tender.  It  is  obvious  there  can 
be  no  exchange  of  notes  in  places  where,  as  in  London, 

1  "A  Letter  to  J.  W.  Gilbart,  Esq.,  on  the  Regulation  of  the  Currency 
by  the  Foreign  Exchanges,  and  on  the  Appointment  of  the  Bank  of 
England  to  be  the  sole  Bank  of  Issue  throughout  Great  Britain."  By 
Robert  Bell. 
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tliere  is  only  one  bank  of  issue.  But  the  exchanges 
between  English  country  banks  are  precisely  upon  the  same 
principle  as  those  in  Scotland,  and  have  similar  effects- 
The  differences  are  paid  by  drafts  on  London,  payable  on 
demand,  and  these  drafts  again  pass  through  the  clearing. 

Another  advantage  ascribed  to  the  Scotch  system  of  ex- 
changes is,  the  surveillance  which,  by  this  means,  the 
large  banks  at  Edinburgh  are  able  to  exercise  over  the 
smaller  banks  in  the  provinces.  That  this  surveillance 
exists  in  Scotland,  and  that  it  has  been  exercised  benefi- 
cially, we  entertain  no  doubt.  It  is  equally  true  that  such 
a  surveillance  does  not  exist  in  England.  But  the  system 
of  exchanges  is  not  the  cause  of  this  surveillance,  it  is 
merely  the  instrument.  In  Scotland,  the  banks  being  few, 
and  nearly  all  their  head  offices  being  at  Edinburgh,  they 
are  able  to  confer  together,  and  to  fix  on  rules  for  their 
general  government.  With  any  inferior  bank  that  refuses 
to  comply  with  these  rules  they  can  refuse  to  exchange 
notes,  and  thus  force  it  to  compliance.  In  England,  where 
the  banks  are  numerous,  and  where  their  head  offices  are 
distant  from  each  other,  such  a  system  cannot  well  be 
formed  ;  and  hence  each  bank  is  free  from  the  control  of 
other  banks,  and  may  pursue  any  course  it  pleases,  however 
injurious  to  itself  or  to  others,  so  long  as  it  is  able  to  make 
good  its  payments  to  the  public.  The  banks  at  Edinburgh, 
too,  by  means  of  their  numerous  branches,  have  the  earliest 
information  of  any  irregular  practice  that  may  have  been 
adopted  by  a  local  bank  in  the  provinces ; — but  the 
large  banks  in  London  have  comparatively  but  a  very  im- 
perfect knowledge  of  the  operations  of  either  the  private  or 
the  joint-stock  banks  that  are  scattered  over  the  country. 

From  a  want  of  this  surveillance,  banks  in  England  have 
carried  on  business  for  years  after  they  have  been  supposed 
to  be  insolvent.  Hence  they  have  gone  on  until  theii 
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losses  have  not  only  absorbed  the  whole  of  their  capital, 
but  have  required  to  replace  them  further  demands  to  a 
large  amount  from  their  shareholders.  In  Scotland,  these 
banks,  if  they  could  not  be  kept  in  the  right  path,  would 
probably  have  been  compelled  to  stop  before  they  had 
wandered  so  widely.  Banks,  as  we  have  seen,  do  some- 
times fail  in  Scotland,  but  never  under  circumstances  that 
shake  the  public  confidence  in  the  general  banking  insti- 
tutions of  the  country.1 

6.  The  confidence  placed  in  the  banks  of  Scotland  by  the 
public  renders  them  less  exposed  to  inconvenience  during 
a  season  of  pressure. 

When  a  pressure  takes  place  in  England,  the  first  ob- 
jects of  suspicion  are  the  banks.  People  that  have  money 
in  their  banker's  hands  draw  it  out,  and  hoard  it.  The 
bankers,  knowing  that  they  are  liable  to  these  demands, 
draw  in  their  funds,  and  make  provision  accordingly. 
Hence  the  capital  of  the  country  is  rendered  dormant  at 
the  time  when  it  is  most  required  to  be  in  a  state  of 
activity.  Banks  that  issue  notes  are  more  liable  than 
others  to  these  sudden  demands.  But  no  such  feeling 
exists  at  present  in  Scotland.  And  should  the  Act  of  1845 
have  the  effect  of  inoculating  the  people  with  the  love  of 
gold,  and  by  this  means  place  the  banks  in  the  same  posi- 
tion during  a  pressure  as  the  banks  of  England,  it  must  be 
regarded  as  a  national  calamity. 

1  The  failure  of  the  City  of  Glasgow  Bank  will  immediately  occur  to 
the  mind  of  every  reader.  This  institution  was  brought  down  by  a 
long  course  of  unsound  banking,  culminating  iu  fraud.  But  such  faith 
had  the  people  of  Scotland  in  the  banking  institutions  of  their  country, 
that,  when  the  report  of  the  accountants  deputed  to  investigate  the  state 
of  affairs  of  the  bank  was  published  a  week  or  two  after  the  stoppage,, 
and  when  the  unparalleled  nature  and  extent  of  the  calamity,  and  the 
grossness  of  the  mismanagement,  were  seen,  public  confidence  in  the 
other  banks  never  for  a  moment  wavered. 
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On  this  subject  we  again  quote  from  the  letter  of  Mr. 
Bell  :— 

••  X»r  are  these  benefits,  great  as  they  are,  the  only  ad- 
vantages -which  we  have  derived  from  our  system  of  bank- 
ing. Our  one-pound  notes  connect  and  familiarize  every 
artizan  and  labourer  in  the  country  with  our  banking 
establishments  ;  and  the  implicit  confidence  in  our  paper 
currency  thus  created,  and  perpetuated  by  the  general  ex- 
perience of  the  sufficiency  of  our  banks,  has  on  many  occa- 
sions been  remarkably  illustrated.  It  is  no  exaggeration 
to  say,  that  at  this  moment  nine-tenths  of  the  labouring 
classes  of  Scotland,  if  they  had  their  choice,  would  •prefer 
a  one-pound  note  to  a  sovereign  ;  and,  as  a  consequence  of 
this  feeling  of  security,  combined  with  a  sense  of  the  other 
advantages  of  the  system,  no  one  in  Scotland  can  have  for- 
gotten the  truly  national  stand,  on  behalf  of  our  currency, 
which  was  made  by  rich  and  poor  in  the  year  18'2o,  when 
your  English  economists  proposed  to  visit  us  with  an  injury 
similar  to  that  which  was  in  that  year  inflicted  on  England. 

"  With  banking  establishments  thus  pre-eminently  pos- 
sessed of  national  confidence,  no  mercantile  convulsion  has 
hitherto  created  any  general  run  on  our  great  joint-stock 
banks.  It  has  been  otherwise  in  England,  where,  in  con- 
sequence of  legislative  enactments,  the  public  have  been 
taught  to  regard  gold  and  silver  as  the  only  representatives 
of  value.  The  bond  of  union  between  the  banks  and  the 
mass  of  the  people  has  thus  been  severed ;  and  when  a 
monetary  crisis  occurs,  its  consequences  are  incalculably 
more  injurious.  With  us  (though  very  rarely)  runs  have 
been  occasionally  made  on  particular  banks,  but  it  has 
been  merely  to  withdraw  a  deposit  from  one  bank  to  place 
it  in  another;  or  to  exchange  the  notes  of  a  suspected 
bank  for  the  notes  of  one  of  our  national  joint- stock  banks, 
the  prevailing  confidence  in  our  paper  currency  remaining 
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unshaken.  In  this  way  the  disposable  banking  capital  or 
resources  remain  in  the  aggregate  unchanged ;  whereas 
with  you  the  run  is  for  gold ;  and  the  coin  thus  withdrawn 
from  one  bank  is  not  redeposited  in  another,  but  hoarded 
till  the  panic  is  over,  by  which  means  the  entire  banking 
resources  of  the  country  are  involved  in  the  consequences 
of  the  temporary  disaster ;  and  this,  too,  at  the  very  time 
when  these  resources  are  most  needed." 

III. — Laws  of  the  Currency  in  Scotland. 

In  Scotland  the  lowest  point  of  the  circulation  is  in 
March,  and  the  highest  in  November.  The  advance,  how- 
ever, between  these  two  points  is  not  uniform — for  the 
highest  of  the  intervening  months  is  May,  after  which 
there  is  a  slight  reaction ;  but  it  increases  again  until 
November,  and  falls  off  in  December.  The  reason  of  the 
great  increase  in  May  and  November  is,  that  these  are  the 
seasons  for  making  payments.  The  interest  due  on  mort- 
gages is  then  settled,  annuities  are  then  paid,  the  country 
people  usually  take  the  interest  on  their  deposit  receipts, 
and  the  servants  receive  their  wages.  There  are  frequently 
large  sums  transferred  by  way  of  mortgage.  It  is  the 
custom  of  Scotland  to  settle  all  transactions,  large  as  well 
as  small,  by  bank  notes — not  by  cheques  on  bankers  as  in 
London.  It  is  remarkable  that  these  monthly  variations 
occur  uniformly  every  year,  while  the  amount  of  the  circu- 
lation in  the  corresponding  months  of  different  years 
undergoes  comparatively  little  change. 

The  circulation  of  Scotland  is  at  its  lowest  point  in  the 
month  of  March,  is  higher  in  July,  and  reaches  its  highest 
point  in  November.  In  the  corresponding  months  of  dif- 
ferent years  there  is  but  little  deviation  in  the  amount  of 
the  circulation.  These  facts  prove  that  the  circulation  of 
Scotland  does  not  produce  any  effect  upon  prices,  nor,  con- 
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sequently,  upon  the  foreign  exchanges.  It  is  hardly  neces- 
sary to  adduce  evidence  in  proof  of  the  fact  that  the  prices 
of  commodities  do  not  go  on  increasing  from  March  to 
November  in  every  year ;  and  if  they  do  not  they  cannot 
be  regulated  by  the  currency.  This  regularity  in  the  cir- 
culation shows  that  it  must  be  governed  by  some  uniform 
laws,  arising  from  the  local  circumstances  or  habits  of  the 
country ;  and  this,  we  think,  will  always  be  the  case  where 
the  banks  are  passive,  and  permit  themselves  to  be  ope- 
rated upon  by  the  wants  of  the  trade  and  commerce  carried 
on  in  their  respective  districts. 

Though  the  Act  of  1845  does  not  appear  to  have  had 
much  effect  on  the  laws  of  the  currency,  it  has  had  an 
effect  in  other  ways.  It  has  required  the  Scotch  banks  to 
keep  a  larger  amount  of  gold  in  their  vaults. 

It  has  also  had  the  effect  of  inducing  the  banks  to  in- 
crease their  charges,  and  to  decrease  the  granting  of  cash 
credits.  The  banks  are  required  to  keep  in  their  coffers  a 
larger  amount  of  gold.  This  increased  amount  yields  no 
interest,  and  hence  to  that  extent  the  Act  diminishes  their 
profits.  To  make  up  the  same  amount  of  profit  as  hereto- 
fore, the  charges  for  discounts  and  advances  are  increased. 
This  illustrates  a  principle  that  we  think  will  always  be 
found  correct,  that  restrictions  upon  banks  are  taxes  upon  the 
public.  This  principle  is  not  sufficiently  obvious  to  states- 
men, nor  even  to  the  public,  in  England ;  the  mercantile 
classes  have  been  pleased,  rather  than  otherwise,  when  laws 
have  been  passed  injurious  to  bankers.  In  Scotland  such 
matters  are  better  understood.  The  commercial  classes 
have  always  rallied  round  the  banks ;  they  have  had  the 
sagacity  to  perceive  the  truth  of  the  principle  we  have  ad- 
vanced ;  they  know  that  capital  employed  in  banking  must 
be  made  to  produce  an  average  profit ;  and  if  the  Legisla- 
ture causes  one  branch  of  business  to  be  less  productive, 
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the  bankers  must  make  other  branches  more  productive, 
in  order  to  render  capital  employed  in  banking  as  profit- 
able as  it  would  be  if  employed  in  other  occupations.  But 
the  Act  of  1845  not  only  increased  the  charge  ;  it  led  to  a 
limitation  of  accommodation.  There  is  no  one  point  on 
which  Scotchmen,  of  all  classes,  are  more  unanimous  in 
opinion,  than  on  the  advantages  that  have  arisen  to  their 
country  from  the  system  of  cash  credits.  This  system  can 
exist  only  with  a  note  circulation.  One  of  its  objects  on 
the  part  of  the  banker  is  to  increase  his  circulation.  But 
he  has  no  profit  by  increasing  his  circulation  of  notes,  if 
he  must  keep  in  his  coffers  an  additional  amount  of  gold 
equal  to  that  increase.  But  gold  is  the  idol  of  our  cur- 
rency theory.  The  cash  credit  system,  therefore,  with  all 
the  virtues  it  produced,  has  been  offered  up  in  sacrifice  to 
this  "  golden  calf." 

The  Act  has,  however,  not  been  successful  in  imparting 
to  the  people  of  Scotland  a  taste  for  gold.  The  bankers 
are  too  wise  to  issue  the  gold,  unless  when  it  is  de- 
manded ;  and  the  public  are  too  wise  to  make  such  a 
demand.  Hence,  when  the  increase  of  the  currency 
requires  a  further  importation,  the  gold  is  quietly  brought 
from  London  to  Edinburgh,  is  quietly  locked  up  in  the 
vaults  of  the  bank,  and,  when  no  longer  required,  as 
quietly  sent  back  again.  Of  course  this  is  a  loss  to  the 
banks  of  issue,  but  in  this  way  it  is  less  injurious  than 
if  put  into  circulation.  Disastrous  for  Scotland  will  be 
the  day  when  the  people  shall  become  inoculated  with  the 
love  of  a  gold  currency.  The  effect  of  such  a  desire  in 
England  is  strikingly  exhibited  in  seasons  of  pressure. 
When  such  pressures  occur  in  Scotland,  the  banks,  unlike 
those  of  England,  can  employ  their  whole  resources  to 
assist  their  customers,  and  to  support  public  credit. 

Among  the  theories  on  the  currency  was  a  notion  of 
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?stablishing  one  bank  of  issue  for  the  United  Kingdom. 
The  following  evidence  on  this  subject  -was  given  by  Mr. 
Kennedy,  the  manager  of  the  Ayrshire  Bank,  before  the 
Committee  on  Banks  of  Issue,  in  1841  : — 

"  Do  you  think  the  establishment  of  a  single  bank  of 
issue  for  the  United  Kingdom  would  be  advantageous  or 
otherwise  to  Scotland  ?"...."!  conceive  that  it  must 
be  very  destructive  to  Scotland." 

"  In  what  way  ?"...."  It  is  perfectly  clear  that  it 
would  overturn  the  present  system  of  banking  in  Scotland. 
Our  system  of  banking  is  based  upon  the  power  that  our 
currency  gives  us  to  allow  a  high  rate  of  deposit  interest. 
If  you  take  from  us  the  profit  that  our  currency  yields,  we 
must  make  our  profit  from  some  other  source ;  we  must 
increase  the  charges  to  the  community,  and  allow  less 
interest,  or  probably  no  interest  at  all,  and  our  system  will 
be  totally  changed." 

Another  favourite  notion  has  been  the  abolition  of  all 
notes  under  ,£5.  A  Committee  of  the  House  of  Lords 
and  a  Committee  of  the  House  of  Commons  made  reports 
on  this  subject  in  the  year  1826.  The  evidence  produced 
by  the  Scotch  bankers  was  so  overwhelming,  that  both  the 
committees  recommended  the  postponement  of  the  mea- 
sure. Eobert  Paul,  Esq.,  Secretary  to  the  Commercial 
Bank  of  Scotland,  stated  to  the  Committee  of  the  House 
of  Lords  that  the  following  would  be  the  effects  of  the 
abolition  of  the  small  notes  i1 — 

"  We  should  diminish  the  number  of  our  branches,  be- 
cause we  should  be  involved  in  an  expense  in  the  trans- 
mission of  gold,  which  the  profits  arising  out  of  our 
branches  could  never  compensate ;  they  are  not  the  most 
profitable  part  of  our  business  ;  they  are  attended  with  a 
great  many  hazards  and  disadvantages. 
1  Lords'  Report,  p.  204. 
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"  We  should  withdraw  our  cash  accounts,  because  they 
could  no  longer  accomplish  the  end  for  which  they  were 
granted,  which  was  the  maintaining  our  circulation,  espe- 
cially of  our  small  notes. 

"We  should  diminish  the  interest  of  our  deposit  ac- 
counts, because  we  should  then  be  required  to  keep  a  very 
large  amount  of  dead  stock  of  gold  in  our  coffers  to  meet 
the  constant  variations  that  would  arise,  and  to  keep  it 
wholly  unproductive.  I  imagine  that  if  a  gold  currency 
were  substituted  for  a  small-note  currency,  there  would 
be  a  much  greater  amount  of  gold  required  than  there 
is  at  present  of  notes.  We  have  at  present,  in  order  to 
meet  the  constant  variations,  a  large  amount  of  notes  con- 
stantly on  hand,  and  in  the  same  way  we  should  require 
a  stock  of  gold,  and  that  would  be  proportionably  larger  as 
the  general  circulation  would  be  greater."  J 

The  following  letter,  written  by  an  agent  at  Inverary,  to 
Roger  Aytoun,  Esq.,  manager  of  the  Renfrewshire  Bank 
at  Greenock,  states  the  inconveniences  which  the  writer 
apprehends  would  result  from  the  introduction  of  a 
metallic  currency  into  that  part  of  Scotland  : — 

"  With  regard  to  the  proposed  measure  of  suppressing 
bank  notes  in  Scotland  for  less  than  £5, 1  think  it  would 
be  ruinous  to  this  country ;  for  I  cannot  see  how,  if  it 
takes  place,  the  business  of  the  country  can  be  carried  on. 
Confining  myself  to  some  of  the  most  prominent  instances 
in  which  the  Highlands  will  be  affected,  I  shall  state  the 
difficulties  that  occur  to  me.  Our  produce  chiefly  consists 
of  cattle  and  sheep,  grain,  wood,  kelp,  and  the  production 
of  the  fisheries.  Cattle  are  brought  to  the  country  mar- 
kets by  the  breeders,  chiefly  small  farmers,  every  man 
attending  his  own,  and  having  generally  from  one  to  three 
young  animals  for  sale.  There  they  are  met  by  the  dealers 
1  Lords'  Report,  p.  132. 
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and  graziers,  who  purchase  such  of  the  beasts  as  suit  them ; 
and  it  is  seldom  that  a  single  animal,  at  the  age  of  one  or 
two  years,  being  the  ages  at  which  they  sell  them  to  the 
dealers  and  graziers,  comes  to  the  price  of  <£o;  the  price 
is  more  frequently  from  £'2  to  £4.  Of  these  a  dealer  often 
purchases  two  or  three  hundreds  in  single  beasts,  so  that 
he  has  more  than  <£!  and  less  than  .£5  to  pay  to  each  of  as 
many  sellers  ;  but  he  has  no  notes  under  .£5,  and  the 
sellers  are  not  able  to  return  balance  in  any  coin.  This 
will  occur  to  many  dealers  at  every  market ;  and  how  is 
the  difficulty  to  be  removed  ?  The  dealers  must  all  come 
loaded  with  gold  and  silver,  and  this  they  cannot  carry  to 
the  necessary  amount ;  and  besides,  they  will  not  be  sup- 
plied by  banks  with  gold  and  silver  for  their  bills,  by  which 
there  would  be  no  profit.  The  means  of  paying  being 
wanting  the  seller  will  not  deliver,  and  the  object  of  the 
parties  is  frustrated ;  and  thus  a  difficulty  is  cast  in  the 
way  of  disposing  of  this  material  article  of  Highland  pro- 
duce, which  must  discourage  the  sales,  and  occasion  a  re- 
duction of  price,  and  consequently  of  the  rent  and  value 
of  land. 

"  It  is  the  same  in  the  case  of  grain,  of  which  bear  or 
barley  is  what  is  chiefly  sold  by  small  farmers  to  the  dis- 
tilleries. In  settling  for  some  bolls,  bought  in  small 
quantities  of  two  or  three  bolls,  .£5  notes  will  be  found 
most  inconvenient ;  and  the  purchasers  and  manufacturers 
of  wood  and  bark,  and  of  seaweed  for  kelp,  who  require 
many  hands,  and  pay  off  their  workers  generally  once  in  the 
month,  none  of  whom  will  draw  so  small  a  sum  as  «£!,  nor 
so  large  a  sum  as  <£o,  will  experience  the  same  difficulty. 

"  The  herring  fishery  on  our  coasts  employs  several 
thousand  men,  and  is  of  very  great  importance.  Instances 
have  occurred  of  herrings  being  taken  in  Lochfine  alone  to 
the  value  of  ,£40,000  in  one  season,  and  a  thousand  boata 
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are  generally  employed  there  in  the  fishing.  The  fishermen 
•every  morning  sell  their  fish  to  the  curers  on  shore,  receive 
their  money,  and  set  out  in  quest  of  more.  The  value  of 
each  boat's  fishing  for  a  night  sometimes  exceeds  <£5,  but 
generally  is  under  it ;  and  there  are,  in  this  fishing  station 
alone,  a  thousand  boats  to  be  paid  off  every  morning,  of 
whom  most  probably  two-thirds  have  to  receive  less  than 
d£5  each.  It  will  be  impossible  to  provide  gold  and  silver 
sufficient  for  such  a  purpose ;  and  in  the  remote  parts  of 
the  North  Highlands,  where  the  fishery  is  much  more  ex- 
tensive, and  banks  at  a  greater  distance,  the  difficulty  is 
insuperable. 

"  At  present  the  business  of  the  Highlands  is  transacted 
by  means  of  bank  notes  of  «£!,  with  some  larger  notes  on. 
occasions,  and  that  with  the  greatest  facility.  Cattle 
dealers,  and  all  others  having  to  pay  away  money  to  any 
amount  in  small  sums  to  a  number  of  people,  as  in  the  in- 
stances mentioned,  prepare  themselves  by  a  mixture  of 
notes,  some  large  and  some  small,  accompanied  by  a  few 
pounds  of  silver,  and  everything  goes  on  well.  These 
notes  are  preferred  by  the  country  people  before  gold,  both 
because  they  are  unable  to  distinguish  between  the  genuine 
and  base  metal,  and  because  coins  are  more  liable  to  be 
lost  from  their  pockets  than  notes  ;  and  they  have  no 
reason  to  repent  their  confidence  in  the  stability  of  those 
banks  whose  notes  they  have  been  accustomed  to  receive 
for  so  many  years  in  their  transactions.  But  if  small 
notes  are  superseded,  and  gold  substituted,  it  is  not  easy 
to  see  how  the  supply  of  gold  is  to  be  kept  up  to  carry  on 
the  business  and  transactions  of  this  country.  Should  a 
quantity  of  it  be  received  into  the  circulation,  it  would  not 
remain  long,  but  find  its  way  into  the  banks,  who  will  not 
again  give  it  out  in  bills  as  they  do  their  notes,  and  it  will 
immediately  become  a  scarce  article  in  the  country.  A 
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person,  then,  having  to  pay  in  small  sums,  •will  on  every 
such  occasion  be  obliged  to  send  his  large  notes  to  the 
bank  that  issued  them,  perhaps  a  hundred  miles  off,  to 
receive  gold  and  silver  in  their  place,  to  answer  his  purpose. 
The  conveyance  of  it  to  him  is  next  to  be  provided  for. 
The  weight  may  be  too  much  for  the  post.  There  are  no 
mail  coaches  ;  and  he  must  either  employ  a  carrier,  moving 
too  slowly  for  his  occasions,  or  be  at  the  expense  of  sending 
a  trusty  person  for  the  treasure. 

"  In  transmitting  money  from  one  part  of  the  country  to 
another,  the  same  difficulty  will  often  present  itself.  Sup- 
pose a  person  in  the  Western  Isles  has  to  pay  .£19  to  one 
on  the  Continent.  At  present  this  may  be  conveniently 
done  by  three  notes  of  <£o  and  four  of  <£1  enclosed  by 
post ;  but  when  there  shall  be  no  £1  notes,  the  odd  «£4 
must  be  sent  in  gold  or  silver,  not  conveniently  carried  in 
a  post  letter,  and  requiring  that  a  person  be  employed  for 
the  purpose,  and  at  some  expense. 

"  Many  other  such  difficulties  and  inconveniences  will 
occur.  These  presented  themselves  to  me,  and  I  stated 
them  hastily,  without  regard  to  order.  If  you  find  any- 
thing in  them  useful  for  the  purpose,  I  shall  be  please'd. 
But  it  appears  extremely  hard  that  the  Scotch  system 
should  be  disturbed,  and  that  we  should  be  obliged  to 
adopt  one  not  only  unsuitable  to  our  purposes,  but  ruinous 
to  the  business  of  our  country." 

IV.  Those  Operations  of  the  Scotch  Banks  that  refer  to 
Cash  Credits,  Deposits,  and  the  Settlement  of  the  Ex- 
clang  ?s. 

Cash  Credits. — A  cash  credit  is  an  undertaking  on  the 
part  of  the  bank  to  advance  to  an  individual  such  sums  of 
money  as  he  may  from  time  to  time  require,  not  exceeding 
in  the  whole  a  certain  definite  amount ;  the  individual  to 
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•whom  the  credit  is  given  entering  into  a  bond  with  secu- 
rities, generally  two  in  number,  for  the  repayment  on 
demand  of  the  sums  actually  advanced,  with  interest  upon 
each  issue  from  the  day  upon  which  it  is  made. 

Cash  credits  are  rarely  given  for  sums  below  ,£100 ;  they 
generally  range  from  <£200  to  ,£500,  sometimes  reaching 
.£1,000,  and  occasionally  a  larger  sum. 

A  cash  credit  is,  in  fact,  the  same  thing  as  an  overdrawn 
current  account,  except  that  in  a  current  account  the 
party  overdraws  on  his  own  individual  security,  and  in  the 
cash  credit  he  finds  two  sureties  who  are  responsible  for 
him.  Another  difference  is,  that  a  person  cannot  over- 
draw his  current  account,  without  requesting  permission 
each  time  from  the  bank ;  whereas  the  overdrawing  of  a 
cash  credit  is  a  regular  matter  of  business — it  is,  in  fact, 
the  very  thing  for  which  the  cash  credit  has  been  granted. 
The  following  advantages  have  been  ascribed  to  the  cash 
credit  system : — 

1.  Cash  credits  enable  young  men  of  good  character  to 
acquire  wealth  and  respectability. 

"  I  have  known  many  instances  of  young  men  who  were 
starting  in  the  world  from  low  situations — of  servants, 
who  have  conducted  themselves  well  during  the  time  they 
were  apprentices — of  farm- servants  even,  who  were  able  to 
procure  an  account  from  a  bank  by  means  of  some  friends 
or  acquaintances  becoming  their  securities — that  in  the 
course  of  their  business  have  raised  themselves  by  becom- 
ing farmers  of  considerable  extent,  or  manufacturers  in  a 
way  highly  creditable  to  themselves  and  beneficial  to  their 
country.1 

1  This  and  the  following  quotations  are  taken  from  the  evidence  given 
by  the  witnesses  from  Scotland,  before  the  Committees  of  Lords  and 
Commons,  appointed  to  consider  the  expediency  of  abolishing  the  notes, 
under  £5  in  1826. 
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••  "Without  cash  credits,  sober,  attentive,  and  industrious 
people  would  not  have  the  means  at  all  of  following  up 
what  they  very  deservedly  might  be  encouraged  to  follow 
up.  They  begin  the  world,  in  all  probability,  with  a  mere 
trifle,  which  trifle  they  have  been  known  to  make  by  their 
own  industry.  Having  made  that,  it  recommends  then 
character  to  persons  of,  perhaps,  a  little  more  fortune, 
who,  to  encourage  them,  become  sureties  for  their  cash 
accounts. 

"  The  classes  of  persons  who  have  cash  credits  are  very 
various  ;  but  they  are  generally  the  industrious  classes  of 
persons — merchants,  and  traders,  and  farmers. 

"  The  accommodation  is  more  readily  given  to  a  small 
than  to  a  large  amount — the  bank  preferring  to  grant  ten 
credits  for  <£'100,  than  one  for  .£1,000,  thereby  demon- 
strating that  their  accounts  are  quite  as  much  for  the  as- 
sistance of  the  poor  as  for  the  accommodation  of  the  rich." 

2.  Cash  credits  furnish  great  facility  to  tradesmen  and 
others  in  carrying  on  their  business,  either  in  the  way  of 
raising  money,  in  making  purchases,  or  in  employing  at 
particular  seasons  their  surplus  capital. 

"  Is  the  advantage  to  the  party  borrowing  greater  under 
the  system  of  cash  credit  than  under  the  system  of  lending 
in  the  ordinary  mode  ? — Infinitely. 

"  ^Vhy  ? — As  to  the  question  of  actual  pounds,  shillings, 
or  pence,  paid  in  the  shape  of  interest,  there  is,  in  the 
first  place,  this  difference,  that  when  he  discounts  a  bill, 
he  pays  the  interest  on  the  sum  for  three  months,  if  that 
be  the  currency  of  it.  Should  any  accidental  mercantile 
transactions  throw  into  this  individual's  hands,  on  the 
next  day,  the  same  amount  which  he  had  received  thus 
from  the  banker,  he  has  lost  the  benefit  of  the  transaction, 
because  he  must  keep  this  :  if  he  has  a  deposit  account 
with  the  banker  he  must  keep  it  at  banker's  interest, 

II.  Q 
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he  is  anticipated  by  having  paid  to  the  banker  three 
months'  discount  interest  on  his  bill.  If  a  trader  were  to 
take  his  money  systematically  by  discounts  instead  of  by 
cash  accounts,  a  disadvantage  to  him  "would  arise.  The 
same  principle  applies  to  small  sums  :  if  half  or  a  quarter, 
or  any  part  of  the  advance  which  he  may  have  received 
upon  the  cash  account  comes  into  him,  he  immediately 
lessens  the  advance  by  paying  it  into  the  bank,  and  the 
interest  being  calculated  at  the  close  of  the  account,  there 
is  a  progressive  account  of  interest  diminishing  with  the 
principal  sum  till  it  is  extinguished.  So  far  as  to  actual 
benefit  of  interest ;  but  the  convenience  of  getting  money 
when  wanted  affords  a  very  material  advantage,  indepen- 
dent of  the  actual  benefit. 

"  What  are  the  facilities  that  exist  in  obtaining  this 
sort  of  advantage,  compared  with  those  of  obtaining  an 
ordinary  loan  ? — "When  a  person  applies  for  a  cash  account, 
which  is  not  an  immediate  advance  of  money  on  the  part 
of  the  bank,  but  a  conferring  of  the  power  or  privilege  of 
drawing  upon  the  bank  to  the  extent  specified,  the  person 
proposes  two  or  more  personal  securities :  a  bond  is  made 
out,  and  he  draws  as  occasion  requires.  In  this  way,  he 
has  never  more  from  the  bank  than  is  absolutely  necessary 
for  the  purposes  of  his  business.  The  account  is  never 
recalled,  unless  it  has  ceased  to  be  beneficial  to  the  bank, 
by  having  been  but  little  operated  upon,  and  thus  not 
having  promoted  the  circulation  of  the  bank's  notes. 
Whenever  it  becomes  a  dead  advance,  the  bank  calls  it 
up.  In  the  case  of  a  person  obtaining  a  loan,  he  would 
probably,  in  the  first  place,  have  to  pay  the  interest  down 
at  once ;  he  would  have  to  pay  it  upon  the  whole  sum, 
whether  he  should  require  it  ultimately  or  not,  and  it 
would  be  liable  to  be  recalled  by  the  lender  at  his 
pleasure. 
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"  The  person  who  procures  a  cash  credit,  does  so  upon 
the  security  of  two  or  three  substantial  individuals.  He 
mav  be  a  man  of  little  property,  but  upon  that  security  he 
gets  a  credit,  perhaps,  of  £500  :  his  bill  to  anything  like 
that  amount,  without  those  securities,  would  not  be  dis- 
counted. 

"  After  the  permanent  credit  is  given,  the  option  of 
using  it  lies  solely  with  the  borrower,  not  with  the  bank, 
as  does  also  the  option  of  the  period  of  repayment.1 

"  If  a  small  trader  borrow  of  an  individual  (not  a  banker) 
.£100,  that  individual  would  not  be  disposed  to  receive 
back  his  money  in  <£5,  or  £10,  or  =£15 — he  would  wait 
till  the  term  expired,  when  he  would  receive  the  whole. 
When  a  credit  is  granted,  the  individual,  perhaps,  draws 
out  £50  to-day  and  pays  in  ^£40  to  morrow,  and  goes  on 
in  that  way,  always  having  credit  with  the  bank  to  the 
extent  originally  stipulated. 

"  The  repayment  as  well  as  the  overdraught  is  permitted 
by  the  bank  to  be  made  in  small  sums  piecemeal :  so  that 
by  attention  in  his  repayment,  the  borrower  saves  himself 
from  paying  interest  on  more  than  the  precise  advance 
for  which  he  has  occasion  at  the  moment,  and  can  con- 
stantly convert  to  a  safe  and  profitable  purpose  the  money 
which  he  may  receive  in  the  course  of  his  trade,  however 
small  the  amount. 

"  These  advantages  are  steadily  and  uniformly  afforded 
at  all  times  to  the  industrious  tradesman,  or  farmer,  the 
merchant,  the  professional  man,  and  the  landlord." 

3.  Cash  credits  supply  capital  for  carrying  on  extensive 

1  It  is  true  the  borrower  can  avail  himself  of  the  full  extent  of  the 
credit,  or  not,  as  he  pleases.  But  at  the  present  time,  at  least,  it  is  not 
correct  to  say  that  the  option  of  the  period  of  repayment  lies  with  the 
borrower,  as  every  bank  retains  the  power  of  calling  up  the  credit  on 
giving  three  or  six  months'  notice. 
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branches  of  trade,  employing  the  population,  and  con- 
structing public  works. 

"  Cash  credits  for  small  sums  enable  the  poor  to  be  as 
instrumental,  as  far  as  their  means  go,  in  increasing  the 
capital  of  the  country,  as  the  rich  are.  For  the  produce 
of  that  industry  which  cash  account  credits  enable  to 
operate,  and  of  that  capital  which  they  leave  at  liberty  to 
be  employed  in  trade,  goes  to  increase  the  real  wealth  and 
capital  of  the  country  ;  and  a  great  proportion  of  the 
transactions,  carried  on  through  the  instrumentality  of 
cash  accounts,  consists  of  those  of  the  poorer  classes. 

"  I  apprehend  that  those  cash  credits  have  enabled  a 
large  number  of  manufacturers  to  carry  on  business,  and 
to  employ  the  population  of  the  country,  who,  if  they  had 
not  such  credits,  could  not  have  carried  on  such  business, 
nor  employed  such  population. 

"  Cash  credits  are  granted  to  almost  all  descriptions  of 
persons  throughout  the  country.  Every  young  man  who 
has  a  prospect  of  success  on  entering  life,  applies  for  a 
cash  credit.  A  great  many  gentlemen  have  cash  credits, 
and  a  great  many  farmers.  There  is  hardly  any  public 
work  undertaken  in  Scotland  that  the  first  object  is  not 
to  apply  for  a  cash  credit,  to  carry  it  on  to  advantage.  All 
the  roads  in  Scotland  are  managed  by  Parliamentary 
trustees  ;  and  I  believe  there  is  hardly  any  one  of  those 
sets  of  trustees  which  have  not  cash  accounts  for  the  pur- 
pose of  carrying  on  their  operations.  I  am  sure  many  of 
the  most  important  public  works  in  Scotland  would  not 
have  been  carried  on,  or  certainly  not  with  the  same  advan- 
tage, but  for  the  credits  they  obtain  from  the  banks." 

4.  Cash  credits  prevent  large  manufacturers  setting  up  as 
bankers,  and  thus  they  exclude  those  evils  which  in  other 
countries  have  resulted  from  the  failure  of  private  banks. 

"  When  the  system  is  applied  to  the  case  of  large  manu- 
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facturers,  employing  hundreds, or  thousands  of  workmen, 
and  possessing  a  cash  credit  to  a  proportionate  amount, 
upon  sufficient  security,  one  obvious  effect  is,  that  the 
temptation  is  removed  from  the  manufacturer  of  attempt- 
ing to  issue  notes,  and  becoming  himself  a  banker — an 
error  or  temptation  -which,  if  what  is  said  is  true,  has 
been  the  main  cause  of  the  institution  of  many  insufficient 
English  bankers,  whose  partners,  from  being  good  traders, 
became  bad  bankers,  and  brought  upon  their  own  district 
the  distress  which  bad  banking  sooner  or  later  always 
produces." 

5.  Cash  credits  have  a  considerable  moral  influence  upon, 
the  habits  and  character  of  the  people. 

"  The  security  afforded  to  a  bank  by  its  debtor,  or  rather 
its  customer,  on  a  cash  credit,  is  by  bond,  with  two  sure- 
ties at  the  least ;  occasionally  there  are  not  two  sureties, 
but  frequently  many  more  ;  the  practical  effect  of  which 
is,  that  the  sureties  do,  in  a  greater  or  less  degree,  keep 
an  attentive  eye  upon  the  future  transactions  and  character 
of  the  person  for  whom  they  have  thus  pledged  themselves. 
And  it  is,  perhaps,  difficult  for  those  who  are  not  inti- 
mately acquainted  with  it  to  conceive  the  moral  check 
which  is  afforded  upon  the  conduct  of  the  members  of  a 
great  trading  community,  who  are  thus  directly  interested 
in  the  integrity,  prudence,  and  success  of  each  other.  It 
rarely,  indeed,  if  ever,  happens,  that  banks  suffer  loss  by 
small  cash  credits. 

"  This  system  has  a  great  effect  upon  the  moral  habits 
of  the  people,  because  those  who  are  securities  feel  an 
interest  in  watching  over  their  conduct ;  and  if  they  find 
they  are  misconducting  themselves,  they  become  appre- 
hensive of  being  brought  into  risk  and  loss  from  having 
become  their  securities  ;  and  if  they  find  they  are  so  mis- 
conducting themselves,  they  withdraw  the  security. 
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"  Sometimes  cash  credjts  are  recalled  from  the  inter- 
ference of  the  securities.  They  have  the  power  of  know- 
ing from  the  bank  at  any  time  the  state  of  the  account, 
and  the  operations  upon  it ;  and  if  from  that,  or  from 
other  circumstances,  they  have  been  led  to  think  less 
favourably  of  the  person  for  whom  they  gave  the  security, 
they  can  immediately  cease  to  allow  that  account  to  be 
further  operated  upon." 

The  Keport  of  the  Committee  of  the  House  of  Lords 
contains  the  following  observations  upon  the  effects  of 
cash  credits : — 

"  There  is  also  one  part  of  their  system  which  is  stated 
by  all  the  witnesses  (and  in  the  opinion  of  the  committee 
very  justly  stated)  to  have  had  the  best  effects  upon 
the  people  of  Scotland,  and  particularly  upon  the  mid- 
dling and  poorer  classes  of  society  in  producing  and  en- 
couraging habits  of  frugality  and  industry.  The  practice 
referred  to  is  that  of  cash  credits.  Any  person  who  ap- 
plies to  a  bank  for  a  cash  credit,  is  called  upon  to  produce 
two  or  more  competent  securities,  who  are  jointly  bound  ; 
and  after  a  full  inquiry  into  the  character  of  the  appli- 
cant, the  nature  of  his  business,  and  the  sufficiency  of 
his  securities,  he  is  allowed  to  open  a  credit,  and  to  draw 
upon  the  bank  for  the  whole  of  its  amount,  or  for  such 
part  as  his  daily  transactions  may  require.  To  the  credit 
of  this  account  he  pays  in  such  sums  as  he  may  not  have 
occasion  to  use,  and  interest  is  charged  or  credited  upon 
the  daily  balance  as  the  case  may  be.  From  the  facility 
which  these  cash  credits  give  to  all  the  small  transac- 
tions of  the  country,  and  from  the  opportunities  which 
they  afford  to  persons  who  begin  business  with  little  or 
no  capital  but  their  character,  to  employ  profitably  the 
minutest  products  of  their  industry,  it  cannot  be  doubted 
that  the  most  important  advantages  are  derived  by  the 
whole  community." 
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As  by  cash  credits  the  banks  render  themselves  liable 
to  be  called  upon  at  a  moment's  notice  for  the  amount  of 
the  credit  granted,  it  is  natural  to  suppose  that  they  con- 
template some  advantage  in  return.  The  advantage  con- 
templated is  the  circulation  of  their  notes.  It  is  not  in- 
tended that  the  cash  credit  shall  be  a  dead  loan  of  capital. 
It  is  expected  that  there  shall  be  a  perpetual  paying  in 
and  drawing  out  of  money ;  and  the  smaller  the  denomi- 
nation of  the  notes  drawn  out,  the  more  advantageous  is 
the  account  to  the  bank.  Manufacturers  who  pay  away 
large  sums  every  week  in  wages,  linen  buyers  and  cattle 
dealers,  millers  and  provision  merchants,  who  make  their 
purchases  in  small  sums,  and  generally  all  those  who  have 
quick  returns  of  money  passing  through  their  hands,  have 
the  means  of  making  a  cash  credit  profitable  to  the  bank. 
On  this  subject  I  again  quote  the  evidence  : — 

"  To  secure  to  the  bank  the  advantages  of  circulation, 
which  is  to  make  it  worth  while  to  afford  these  facilities  at 
so  little  expense  to  a  customer,  he,  on  his  part,  is  to  lose 
no  opportunity  of  bringing  to  the  bank,  and  thus  with- 
drawing from  circulation,  the  notes  of  every  rival  bank 
which  comes  into  his  hands  in  the  course  of  his  transac- 
tions ;  or  of  paying  away,  and  thus  introducing  into  circu- 
lation, as  many  of  the  notes  of  the  bank  as  his  transactions 
admit  of,  always  <£!  notes  if  possible.  The  payments  and 
receipts  must  be  frequent,  for  in  this  consists  the  banker's 
profit,  inasmuch  as  the  payments  are  uniformly  made  by 
him  in  his  own  notes,  and  the  receipts  are  generally,  in  a 
very  great  degree,  in  the  notes  of  other  banks.  Thus, 
supposing  a  shopkeeper  to  have  a  credit  for  .£50  or  .£100, 
if  his  receipts  and  payments  average  .£'5  per  day,  he  may, 
in  six  months,  or  150  days,  have  placed  750  of  his 
banker's  j£l  notes  in  circulation. 

"  It  is  quite  necessary,  in  order  to  render  a  cash  account 
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beneficial,  that  there  should  be  repeated  and  continued 
operations  upon  it ;  that  the  transactions  should  be  nu- 
merous ;  that  there  should  be  a  continual  drawing  out  and 
paying  in  of  money ;  and  that,  by  these  means,  a  circula- 
tion of  the  bank  notes  may  be  promoted  ;  otherwise  the 
account  is  withdrawn,  and  the  great  reason  of  this  is,  that 
these  accounts  are  not  intended  to  form  dead  loans,  but  to 
be  productive  of  circulation  to  the  bank. 

"  The  explanation  of  the  cash  credit  system  is  this  : — 
The  bank  who  first  opened  a  cash  credit  opened  it  with  an 
individual  shopkeeper.  He  received  payment  of  his  goods 
in  the  currency  of  the  country.  Previous  to  that  system, 
he  used  to  put  his  currency  into  his  drawer,  <£8  or  £10,  or 
whatever  it  was.  If  people  brought  him  larger  money  to 
pay  for  his  goods,  he  returned  those  people  change  ;  or  if 
he  did  not,  he  kept  it  until  he  wanted  to  purchase  for  him- 
self. But  after  the  banker  had  explained  to  him  what  he 
wished  him  to  do,  when  the  shopkeeper  received  the  cur- 
rency of  the  country,  instead  of  putting  it  into  his  till,  he 
looked  to  the  banker's  shop  as  his  till,  and  handed  it  over 
to  the  banker,  and  left  his  own  till  with  only  the  change 
which  he  could  not  do  without.  Then,  when  he  required 
sums  to  pay  away,  instead  of  taking  them  from  his  till,  he 
sent  to  the  bank,  and  took  from  it  what  he  required,  the 
banker  giving  him  his  own  notes.  So  much  of  the  previous 
currency  was  thus  removed,  and  the  banker's  notes  taken 
in  its  place.  That  was  the  effect  of  the  first  operation, 
when  the  thing  was  only  in  so  simple  a  state  that  there 
was  only  the  notes  of  one  bank  and  a  metallic  circulation. 
If  you  apply  the  same  principle  where  there  are  thirty 
banks,  the  result  would  be  the  same.  The  amount  of  the 
circulation  of  the  country  continues  the  same,  but  the  pro- 
portions between  its  parts  vary." 

Deposits. — A  sum  of  money  deposited  or  placed  in  a 
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bank  is  called  a  deposit.  Most  banks  grant  interest  on 
these  deposits,  but  some  do  not.  The  Scotch  banks  have 
carried  this  practice  to  the  greatest  extent,  and  the  deposit 
system  form&  a  very  important  branch  of  the  banking 
system  in  Scotland. 

Those  regulations  which  the  banks  hare  established  as 
the  rule  of  the  transactions  between  themselves  and  the 
depositors  are  the  following  :  — 

The  depositor  may  place  in  the  bank  any  amount  of 
money  he  pleases  above  =£10. 

The  whole  or  any  part  of  the  deposit  may  be  with- 
drawn at  the  pleasure  of  the  depositor  without  previous 
notice. 

Interest  is  allowed  on  the  deposit  from  the  day  it  is 
lodged  in  the  bank  until  the  day  it  is  drawn  out.  Pro- 
vided, that  is,  it  has  been  allowed  to  lie  a  month,  no 
interest  being  paid  upon  a  sum  deposited  for  a  shorter 
period. 

The  balance  of  a  current  account  is  allowed  interest  at 
the  rate  of  \  per  cent,  less  than  if  it  were  a  permanent 
deposit,  when  calculated  on  the  minimum  for  the  month, 
or  one  per  cent,  less  when  calculated  on  the  daily  balance. 

The  following  are  the  advantages  ascribed  to  the  deposit 
svstem : — 

1.  The  system  of  deposits  is  advantageous  to  the  lower 
classes — in  providing  a  place  of  safety  for  their  deposits — 
in  granting  them  interest  on  their  savings — in  encouraging 
habits  of  frugality — and  thus  often  enabling  them  to  ad- 
vance in  society. 

"  The  deposit  branch  divides  itself  into  two  parts  : — 
There  is,  first,  what  is  called  a  running  account,  where  the 
party  pays  in  from  day  to  day  the  whole  surplus  funds  in 
his  hands,  and  on  which  he  receives  interest.  These  de- 
positors are,  in  general,  shopkeepers,  and  merchants,  and 


234  THE    HISTORY,    PRINCIPLES,    AND 

traders,  more  particularly  in  large  towns ;  and  in  these 
deposit  accounts  there  is  found  at  their  credit,  at  the  close 
of  every  day,  the  whole  amount  of  the  money  for  which 
they  have  not  immediate  employment  in  their  trade.  The 
second  branch  of  deposits  consists  of  small  sums  placed  in 
the  hands  of  the  bank  at  interest,  which  have  been  in 
general  the  savings  of  their  industry,  and  which  are  put 
into  the  hands  of  the  bank  to  accumulate,  and  on  which 
they  may  operate  not  in  the  way  of  a  running  account. 
They  may  receive  a  partial  payment  whenever  they  please  ; 
but  in  general  these  deposits  are  very  seldom  removed, 
excepting  when  an  individual  has  occasion  to  build  a 
house  or  begin  business.  This  class  of  deposits  is  distin- 
guished from  running  accounts  by  the  name  of  deposit 
receipts."  l 

"What  class  of  the  community  is  it  that  makes  the 
smaller  deposits  ?  —  They  are  generally  the  labouring 
classes  in  towns  like  Glasgow.  In  country  places,  like 
Perth  and  Aberdeen,  it  is  from  servants  and  fishermen, 
and  just  that  class  of  the  community  who  save  from  their 
earnings  in  mere  trifles  small  sums  till  they  come  to  be  a 
bank  deposit.  There  is  now  a  facility  for  their  placing 
money  in  the  provident  banks,  who  receive  money  till  the 
deposit  amounts  to  =£10.  When  it  amounts  to  <£10  it  is 
equal  to  the  minimum  of  a  bank  deposit.  The  system  of 
banking  in  Scotland  is  just  an  extension  of  the  provident 
bank  system.  Half-yearly  or  yearly  these  depositors  come 
to  the  bank,  and  add  the  savings  of  their  labour,  with  the 
interest  that  has  accrued  from  the  previous  half-year  or 
year,  to  the  principal.  And  in  this  way  it  goes  on,  without 
being  at  all  reduced,  accumulating,  till  the  depositor  is  able 
either  to  buy  or  build  a  house,  when  it  comes  to  be  one, 
two,  or  three  hundred  pounds,  or  till  he  is  able  to  com- 
1  Lords'  Report,  p.  80. 
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mence  business  as  a  master  in  the  line  in  which  he  has 
hitherto  been  a  servant.  A  great  part  of  the  depositors  of 
the  bank  are  of  that  description  ;  and  a  great  part  of  the 
most  thriving  of  our  farmers  and  manufacturers  have 
arisen  from  such  beginnings.  And  in  regard  to  the  deposit 
receipts,  I  may  just  mention  what  is  generally  the  way  in 
which  they  are  granted.  To-day  a  person  from  the  country 
appears  at  the  bank,  it  may  be  with  £20  or  £30  or  .£50. 
We  probably  never  see  him  again  till  that  day  twelve- 
month, but  we  are  sure  of  seeing  him  about  that  very  day. 
If  he  has  £'20  in  the  bank,  he  may  come  and  say,  '  There 
are  four  guineas  ;  you  will  give  me  a  receipt  for  =£25.'  He 
knows  well  that  the  .£20  has  earned  16s.  interest ;  and  I  do 
consider  that  the  four  guineas  are  just  the  savings  of  the 
year.  He  goes  away  with  his  new  receipt,  and  returns  on 
that  day  twelvemonth  ;  then  again  it  is  added  to,  and  thus 
accumulated — and  so  in  many  instances  throughout  the 
country."  1 

2.  The  system  of  deposits  is  advantageous  to  capitalists 
in  furnishing  them  with  a  secure  mode  of  employment  of 
capital,  either  for  a  longer  or  a  shorter  period,  at  their 
pleasure. 

"  What  class  of  persons  form  the  large  and  steady 
depositors  in  the  Scotch  banks  ? — The  middling  and  the 
lower  order  of  society,  industrious  poor  people,  who  are 
saving  their  money,  and  small  capitalists  who  have  raised 
a  moderate  sum  of  money,  upon  the  interest  of  which 
they  live. 

"Do  many  persons  live  upon  the  interest  of  their 
deposits,  as  far  as  you  know  ? — Tes,  a  great  many."  2 

"Do  you  know  whether  it  is  the  practice  of  persons 
who  have  small  capitals  in  Scotland,  to  invest  them  in  the 
public  securities  in  London,  or  to  deposit  them  with  the 
1  Commons'  Report,  p.  159.  2  Lords'  Report,  p.  165. 
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banks  in  Edinburgh? — I  believe,  almost  universally,  to 
deposit  them  with  a  Scotch  bank. 

"  And  they  live  upon  the  interest  of  what  they  so 
deposit,  in  the  manner  as  persons  here  live  upon  their 
interest  on  stock  ? — Yes  ;  they  often  look  to  the  permanent 
capital  with  a  view  of  leaving  it  at  their  death,  taking  the 
interest  during  their  lives."  l 

"  The  deposit  accounts  are  of  two  kinds  :  one  kind  from 
the  commercial  people,  who  have  large  sums  that  they 
wish  to  keep  in  a  disposable  form,  waiting  an  opportunity 
of  any  investment  which  may  occur.  Of  the  operating 
deposits,  there  are  others  who  keep  the  money  until  a 
favourable  turn  in  the  Stock  Exchange  enables  them  to 
invest  it  there.  And  there  are  others,  respectable  house- 
holders, who  keep  it  for  the  purposes  of  their  family 
expenditure.  I  reckon  that  these  and  the  sums  due  upon 
them  average  one-half  of  the  aggregate  amount  of  a 
bank's  deposits."  2 

"Have  you  formed  any  estimate  of  the  amount  of 
deposits  in  all  the  banks  in  Scotland  ? — I  certainly  have 
been  at  very  great  pains  to  get  information  upon  the 
subject ;  and  I  am  satisfied  that  the  amount  is  con- 
siderably above  twenty  millions — I  should  say,  twenty-five 
millions.3 

"  From  what  class  of  persons  are  those  deposits  chiefly  ? 
— Generally  from  industrious  tradesmen,  small  shop- 
keepers, varying  from  £10  to  d£500.  The  greatest  number 
of  deposits,  and  the  greatest  in  their  aggregate  amount, 
are  in  small  sums.4 

1  Commons'  Report,  p.  124.  -  Lords'  Report,  p.  183. 

3  The  amount  at  present  deposited  with  the  banks  in  Scotland,  in 
permanent  deposit  and  current  accounts,  is  upwards  of  seventy-five 
millions  (December,  1880). 

4  As  bearing  upon  this,  we  may  observe  that  during  the  liquidation  of 
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"  Are  there  not,  however,  deposits  from  richer  classes, 
and  each  of  them  to  a  much  larger  amount  ? — Certainly, 
there  are  deposits  from  ,£1,000  to  £20,000  and  £30,000."" * 

"  In  the  spring  of  1824,  the  banks  in  Scotland  began, 
in  some  instances,  to  decline  accepting  deposits  at  all.  la 
the  autumn  of  1824,  the  great  banks  made  an  express 
rule  that  they  would  not  accept  more  than  £5,000  from 
any  one  depositor.  They  allowed  2^  per  cent,  on  the  first 
£3,000,  and  2  per  cent,  upon  the  remainder  of  the  £5,000, 
and  above  that  they  would  not  allow  any  interest.  That 
was  the  general  rule  with  the  great  banks  at  that  period. 
There  were  many  people  who  preferred  leaving  their  money, 
though  they  received  little  or  no  interest,  to  taking  it 
away.  That  commenced  in  1825."  2 

3.  The  system  of  deposits  is  advantageous  to  the 
country — by  augmenting  the  amount  of  national  capital — 
by  increasing  the  demand  for  labour — by  granting  facili- 
ties to  trade  and  commerce — and  by  removing  the  tempta- 
tions to  engage  in  hazardous  speculations  and  foreign 
investments. 

"  This  system  was  adopted  before  the  middle  of  the 
last  century.  The  rate  of  interest  allowed  since  then  has 
been  regulated  by  the  value  of  money,  and  has,  of  course, 
fluctuated  considerably ;  but  it  has  ever  been  such  as  to 
afford  as  high  a  return  to  the  depositor  as  has  been  consis- 
tent with  the  reasonable  profit,  and  of  course  the  security  of 
the  bank.  The  effect  of  this  system  has  been  to  encourage 
and  to  afford  the  means  of  the  accumulation  of  capital 
among  the  lower,  as  well  as  the  higher  orders,  by  placing 
within  the  reach  of  all,  a  convenient,  safe,  and  moderately 
profitable  investment  of  money,  and  to  offer  an  induce- 

the  City  of  Glasgow  Bank  it  was  found  that  45.000  depositors  had  de- 
posited on  deposit  or  current  account  an  average  amount  of  £30  each. 
1  Lords'  Eeport,  p.  231.  *  Ibid.  p.  158. 
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ment  to  capitalists  to  retain  their  accumulations  in  Scot- 
land, notwithstanding  the  opportunities  or  temptations 
which  foreign  investments  might  hold  out."  l 

"  The  system  of  deposit  accounts,  I  think,  is  a  very 
great  stimulus  to  the  habits  of  industry  and  economy  and 
frugality  in  Scotland.  The  whole  surplus  capital  of  the 
individual  is  thus  rendered  productive. 

"  Under  the  system  on  which  you  conduct  your  business; 
is  not  the  money  arising  from  those  deposits  issued  out, 
to  encourage  the  farther  consumption  of  labour  in  the 
country  ? — Yes. 

"  It  would  be  a  loss,  then,  to  the  country,  if  it  was  to  be 
removed  from  the  channel  in  which  it  is  now  placed,  into 
this  country,  on  Government  debentures  ?— It  certainly 
would. 

"  Under  this  system,  does  not  the  poor  workman  gain 
immediate  interest  for  his  saving,  whilst  the  saving  is 
immediately  employed  through  the  bank  in  putting  a 
farther  portion  of  labour  into  motion  ? — Precisely  so.  It 
is  in  this  way  that  the  wealth  of  those  individuals  is  con- 
centrated, and  through  the  agency  of  the  bank  is  brought 
to  bear  in  carrying  on  the  business  of  the  country."  2 

"  Is  there  not  an  advantage  to  the  public  from  the 
gathering  of  those  small  capitals  together,  forming  part 
of  the  deposits  of  the  bank,  and  so  being  sent  out  again 
in  large  sums,  like  other  capitals,  for  the  purpose  of  being 
applied  to  increase  the  powers  of  productive  industry  ? — 
The  Scotch  banks  form,  a  sort  of  reservoir  for  receiving 
the  small  sums  of  capital  scattered  throughout  the  com- 
munity, and  then  sending  them  forth  into  channels  of 
trade,  so  as  to  promote  the  commerce,  manufactures,  and 
agriculture  of  the  country."  3 

1  Lords'  Export,  p.  175.  z  Ibid.  p.  283. 

3  Commons'  Report,  p.  203. 
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"  Are  you  of  opinion,  that  if  the  deposits  with  the  banks 
of  Scotland  were  considerably  lessened,  the  banks  could 
afford  the  same  accommodation  by  discounts  which  they 
do  at  present  ? — I  should  think  that  is  impossible,  be- 
cause it  forms  part  of  their  capital.  It  would  diminish 
the  capital  which  is  at  present  employed  in  that  business, 
of  which  discounting  forms  a  great  part. 

'•  Would  not  any  such  diminution  of  discount  operate 
injuriously  to  the  general  trade  of  the  country  ? — The 
want  of  those  discounts  must  diminish  the  trade  of  the 
country,  inasmuch  as  the  manufacturer  or  merchant  re- 
ceives his  money  at  least  three  months  sooner  by  dis- 
counting his  bills,  than  he  could  possibly  get  payment  of 
his  account."  1 

"  The  system  of  deposits  forms  a  great  part  of  the 
funds  arising  from  our  banking  system.  It  is  a  great 
deposit  of  money  which  is  given  out  to  the  trade  of  the 
country,  for  the  profit  of  one  per  cent.,  for  which  the  bank 
runs  the  risk  of  its  business.  If  that  great  deposit  were 
withdrawn,  and  could  not  be  issued  with  the  same  degree 
of  safety,  I  conceive  the  consequences  would  be  a  total  de- 
rangement of  the  whole  system,  and  ruin  of  our  country." 2 

"  If  the  banks  are  under  the  necessity  of  reducing  the 
interest  on  deposit  accounts,  the  depositors  must  look 
about  them  and  find  out  on  what  security  they  can  lend 
their  money  so  as  to  obtain  a  higher  rate  of  interest.  It 
would  certainly  diminish  the  capital  of  the  trading  part  of 
Scotland,  inasmuch  as  the  banks  would  not  have  it  in 
their  power  to  assist  them  in  trading  by  discounting ;  but 
it  might  be  lent  on  Government  securities  or  landed  pro- 
perty, and  the  temptation  of  a  higher  interest  from  indi- 
viduals would,  undoubtedly,  be  a  temptation  to  many — 
and  a  temptation  that  could  scarcely  be  resisted  by  those 
1  Lords'  Report,  p.  266.  2  Ibid.  p.  235. 
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whose  income  depends  entirely  upon  the  interest  of  that 
lent  money — to  lend  it  on  personal  and  doubtful  se- 
curity. 

"  When  the  banks  reduced  their  interest  some  time  ago, 
a  great  part  of  the  deposits  was  drawn  out,  to  be  invested 
in  various  different  ways.  And  as  the  depositors  did  not 
get  from  the  bants  the  interest  on  which  they  were  de- 
pending, and  did  not  choose  to  take  a  less  interest,  many 
of  them  went  into  schemes,  which  have  turned  out  very 
ruinous  to  them.  It  has  been  one  great  cause  of  over- 
speculation,  that  the  people  did  not  get  the  interest  they 
had  been  accustomed  to  from  the  banks.  They,  therefore, 
drew  it  out  to  invest  it  in  joint-stock  companies,  lent  it  to 
builders,  or  other  inferior  securities,  or  became  builders 
themselves."  x 

4.  The  system  of  deposits  is  advantageous  to  the  banks 
— by  inducing  every  person  to  deposit  his  money  in  a  bank 
— by  furnishing  the  banks  with  capital  to  carry  on  their 
business — and  by  putting  in  circulation  a  large  amount  of 
their  notes. 

"  The  universal  practice  at  Glasgow  is,  to  pay  into  the 
bank  with  which  the  individual  transacts  his  business,  the 
whole  of  the  notes  he  has  in  his  possession,  or  nearly  the 
whole,  every  day."  2 

"  Unquestionably,  the  giving  of:  interest  upon  deposits 
is  an  inducement  to  every  person  that  has  any  surplus- 
money  in  his  hands,  to  place  it  in  the  hands  of  his  banker. 
And  in  the  same  way  in  the  case  of  cash  accounts,  every 
payment  by  the  holder  of  a  cash  account  into  the  bank, 
either  diminishes  the  interest  he  has  to  pay  to  the  bank, 
or  if  the  account  should  turn  in  his  favour,  enables  him  to 
get  interest  from  the  bank,  and  that  is  a  great  inducement 
for  every  person  to  pay  in  daily  into  his  banker's  hands 
1  Lords'  Report,  p.  250.  8  Commons'  Report,  p.  50. 
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all  the  money  which  he  does  not  require  for  the  purposes 
of  his  business."  l 

"  The  means  of  a  bank  I  conceive  to  consist  of  three 
things — first,  capital  paid  in  its  own  stock — secondly,  the 
notes  which  the  bank  is  able  to  keep  afloat  in  the  circle — 
thirdly,  the  amount  of  the  deposits."  2 

"And  if  the  amount  of  deposits  were  lessened,  in  that 
case  their  means  of  issuing  money  upon  discount  would  be 
proportionably  lessened  ? — Yes."  3 

"  Every  bank  constituted  as  the  banks  of  Scotland  are, 
makes  advances  in  two  ways. — They  make  them  upon  cash 
credits,  and  they  make  them  upon  the  discount  of  bills. 
They  also  borrow  in  two  ways. — They  borrow  upon  deposit 
receipts,  and  they  borrow  also  upon  accounts  current. 
That  is,  if  a  gentleman  opens  an  account,  and  puts  ,£'100 
to  his  credit,  and  operates  upon  it,  drawing  out  a  part  of 
it,  leaving  a  balance  in  the  hands  of  the  bank,  then  there 
is  a  borrowing  to  the  extent  of  the  balance  that  is  so  left. 
Those  accounts  \ve  do  not  allow  to  be  overdrawn,  so  that 
the  advance  is  in  two  ways,  and  the  borrowing  in  two  ways 
— that  is,  in  two  different  forms."  4 

"  In  the  case  of  small  depositors,  a  considerable  part  of 
the  profit  arising  from  the  deposit  of  that  money  is  the 
circulation  of  the  notes.  When  a  depositor  withdraws  his 
money  from  the  bank  he  receives  it  in  the  notes  of  the 
bank,  and,  of  course,  they  go  into  circulation.  As  long  as 
they  remain  out  they  are  a  source  of  profit."  5 

"  The  banks  issue  their  notes  two  ways ;  they  make 
advances  upon  cash  accounts,  and  they  make  advances 
upon  discounts.  They  also  issue  their  notes  in  payments 

1  Commons'  Report,  p.  201.  2  Lords'  Report,  p.  195. 

3  Commons'  Report,  p.  150.  4  Commons'  Report,  p.  180. 

5  Ibid.  p.  45. 
II.  E 
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upon   accounts    current,   and   also  in  the   repayment   of 
deposit  receipts."  1 

"  The  deposit  and  cash  accounts  are  the  instruments  for 
supporting  our  circulation,  and  without  the  continued 
operations  upon  the  deposits  and  cash  accounts  our  circu- 
lation cannot  be  maintained."  2 

Rules  to  be  observed  at  the  Exchanges  of  Notes  and  General 
Settlements  of  Balances  between  the  Banks  in  Edinburgh. 
I.  There  shall  be  exchanges  of  notes,  and  general  settle- 
ments of  these  exchanges,  and  of  the  Clearing-House,  as 
follows : — 


Exchange  of 

Notes. 

General  Settlement  of  Exchanges  and  Clearing. 

Oa 

To  include 

Notes. 

Clearings. 

Daily,      except 

Monday     at     2 

The       Notes       of 

Friday,     Satur- 

Monday, at  10 

P.M. 

Thursday     and 

day,  and  Mon- 

A.M. 

Friday,  and  the 

day. 

large    Notes    of 

Saturday  ;    also 

the  Glasgow  and 

Country        Ex- 

changes of  Sat- 

urday. 

Also  on  Satur- 

day, at    1.30 

P.M.,  for  large 

Notes  only. 

Thursday  at    2 

The   Small   Notes 

Tuesday,   Wed- 

P.M. 

of  Saturday,  the 

nesday,     and 

Notes   of  Mon- 

Thursday. 

day,      Tuesday, 

and  Wednesday; 

also  the  Country 

Exchanges      of 

Wednesday,  and 

the  Glasgow  and 

Leith        Settle- 

ments of  Thurs- 

day morning. 

1  Lords'  Report,  p.  230. 


Lords'  Report,  p.  135. 
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The  general  settlements  shall  be  made  by  the  clearing 
clerks. 

II.  "When  Monday  is  a  holiday,  the  general  settlement 
shall  be  made  on  Tuesday,  but  there  shall  be  no  exchange 
of  notes  on  that  day ;  when  Thursday  is  a  holiday,  the 
general    settlement    shall    be    made   on   Friday ;    when 
Saturday  is  a  holiday,  there  shall  be  an  exchange   on 
Friday  afternoon. 

"When  the  Term  Day  falls  on  a  Saturday,  the  exchange 
shall  meet  in  the  afternoon,  at  such  hour  as  may  be  agreed 
upon. 

III.  The  clerks  shall  be  in  attendance  punctually  at  the 
hours  stated,  fifteen  minutes  after  which  the  doors  are  to 
be  closed,  and  the  notes  in  the  hands  of  the  banks  not 
represented  excluded  until  next  exchange.     Such  banks 
shall,  however,  retire,  in  accordance  with  Eule  VLL.,  the 
notes  brought  into  the  exchange  against  them  by  other 
banks. 

IY.  Each  bank  shall  be  represented  by  at  least  two 
clerks.  On  arriving  at  the  Exchange  Eoom,  one  of  the 
clerks  shall  deliver  the  notes,  and  the  other  clerk  shall 
remain  in  the  box  to  receive  the  notes  from  the  other 
banks.  Unless  there  is  a  clerk  to  receive  them,  on  no 
account  shall  any  notes  be  passed  through  the  wickets. 
No  one  shall  enter  the  box  of  another  bank, — the  door 
must  be  kept  locked. 

Y.  The  clerks  from  each  bank  shall  all  remain  in  the 
Exchange  Eoom  until  the  whole  of  the  notes  received  by 
them  have  been  counted,  and  at  least  one  clerk  from  each 
bank  shall  remain  until  the  whole  of  the  notes  delivered 
by  that  bank  have  been  counted.  The  notes  received  from 
any  one  bank  shall  not  be  mixed  with  those  received  from 
the  other  banks,  until  they  have  been  found  to  agree  with 
the  specification  received  along  with  them.  In  case  of  a 
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dispute  arising  on  any  occasion  as  to  the  amount  contained 
in  any  parcel  of  notes,  received  or  delivered  by  a  bank 
which  has  infringed  the  rules  in  this  clause,  such  bank 
shall,  in  the  absence  of  conclusive  evidence  in  its  favour, 
be  held  to  be  in  the  wrong. 

To  prevent  any  undue  delay  in  counting  the  notes,  each 
of  the  banks  shall  provide  a  competent  staff  for  that  pur- 
pose, to  the  satisfaction  of  the  settling  bank  of  the  day. 

VI.  The  settlements  shall  be  undertaken  each  alternate 
month  by  the  Bank  of  Scotland,  and  by  the  Koyal  Bank 
of  Scotland ;  but  neither  bank  shall  be  held  to  incur  any 
responsibility  in  respect  of  these  transactions. 

On  Monday  and  Thursday,  the  balances  shall  be  included 
in  the  general  settlement  of  the  exchange  and  clearing. 
On  Tuesday,  Wednesday,  Friday,  and  Saturday  morning, 
unless  when  a  general  settlement  falls  on  any  of  these 
days,  the  exchange  balances  shall  be  combined  with  the 
general  balance  of  the  clearing  of  the  same  day.  On 
Saturday  afternoon  the  settling  bank  shall  grant  and 
receive  vouchers  for  the  balances,  which  shall  be  carried 
into  the  next  day's  clearing,  and  shall  bear  interest  at  the 
fixed  rate  of  2  per  cent. 

VII.  When  the  balances  of  the  general  settlement  have 
been  struck,  the  settling  clerk  of  the  day  shall  at  once 
enter  the  particulars  in  a  record  provided  for  that  purpose, 
and  the  banks  who  are  debtors  in  the  settlement  shall,  on 
the  same  day  before  the  close  of  business,  send  to  the 
banks  who  are  creditors,  letters  intimating  that  in  four 
days  thereafter  the  respective  amounts  due  will  be  trans- 
ferred to  their  credit  in  London.    The  debtor  banks  shall, 
on  the  settling  day,  pay  in  cash  to  the  respective  banks  to 
whom  such  letters  are  addressed,  four  days'  interest  on 
the  amounts,  at  the  rate  of  3  per  cent,  per  annum. 

VIII.  In  the  event  of  the  amount  of  any  transfer  by 


PRACTICE   OF   BANKING.  245 

advice  not  being  duly  paid  in  London,  -without  prompt 
and  satisfactory  explanation  of  the  cause,  the  bank  issuing 
such  intimation  of  transfer  shall  be  immediately  excluded 
from  the  Exchange  Room  and  Clearing-House. 

IX.  When  exchanges  are  established  in  provincial  towns, 
the  exchangeable  notes  received  at  the  agencies  must  be 
exchanged  there ;  and  must,  under  no  pretext,  be  forwarded 
to  meet  the  exchanges   in  Edinburgh,  or   at   the  other 
agencies. 

X.  It  is  further  understood  and  agreed,  in  consideration 
of  the  circulation  of  each  bank  (other  than  what  may  be 
issued  against  gold  and   silver    coin)   being   fixed    and 
limited  by  the  Act  8  and  9  Yict.,  cap.  38,  that  the  banks 
shall  bring  to  the  Exchange  Room  regularly,  at   their 
head   offices  and  agencies,   all  the    exchangeable   notes 
which  they  receive  ;  and  that  under  no  circumstances  shall 
any  of  the  subscribing  banks  issue  the  notes  of  another 
bank  of  issue  in  Scotland,  without  permission  first  asked 
and  obtained. 

XI.  The  vouchers  of  the  Glasgow  exchanges   shall  be 
conveyed  by  railway  guard ;  and  the  letters  containing 
the  vouchers   shall  be   delivered  by  the   guard   to  the 
Clearing-House  messenger,  to  be  delivered  by  him  per- 
sonally at  the  banks  to   which  they  are   addressed   in 
Edinburgh. 

XII.  The  record  of  the  general  settlements  shall  be 
open  for  the  inspection  of  any  of  the  subscribing  banks, 
at  such  times  as  may  be  convenient. 

XIII.  Any  of  the  parties  to  this  agreement  shall  be 
entitled  to  withdraw  from  it   on  giving  three   months' 
notice. 

For    the    BANK    OF    SCOTLAND,    James    A.    Wenley, 
Treasurer. 
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For  the  KOYAL  BANK  OF  SCOTLAND,  J.  S.  Fleming, 
Cashier. 

For  the  BKITISH  LINEN  COMPANY,  James  Syme, 
Manager. 

For  the  COMMERCIAL  BANK  OF  SCOTLAND,  A.  K.  Mac- 
kenzie, Manager. 

For  the  NATIONAL  BANK  OF  SCOTLAND,  W.  J.  Duncan, 
Manager. 

For  the  UNION  BANK  OF  SCOTLAND,  Charles  Gairdner, 
General  Manager. 

For  the  CLYDESDALE  BANKING  COMPANY,  George 
Eeadman,  General  Manager. 

EDINBURGH,  March,  1880. 

Eules  to  be  observed  at  the  Edinburgh  Clear  ing -House. 

I.  The  Clearing-House  shall  be  opened  every  business 
day,  except  Saturday,  at  one  o'clock,  and  closed  at  fifteen 
minutes  past  one,  after  which  no  documents  shall  be  received. 
On    Saturdays,  the  Clearing-House   shall  be  opened   at 
eleven  o'clock,  and  closed  at  fifteen  minutes  past  eleven. 

II.  The  Clearing-House  shall  not  be  opened  on  Bank 
holidays.       On  half-holidays  it  shall  be   opened  at   ten 
o'clock,  and  closed  at  fifteen  minutes  past  ten. 

III.  Each  bank  shall  be  represented  at  the  Clearing- 
House  by  a  competent  clerk,  who  shall  deliver  and  receive 
the  documents  referable  to  his  bank.     An  assistant  clerk 
shall  also  attend  when  required,  that  there  may  be  no 
delay  in  closing  the  clearing. 

IV.  Each  clerk  shall  be  furnished  with  a  set  of  books 
for  the  various  banks,  in  which  the  documents  delivered 
by  him  shall  be  entered  and  summed  before  he  goes  to 
the  Clearing-House,  and  he  shall  hand  to  each  of  the  other 
banks  a  duplicate  list  along  with  the  documents  delivered. 
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He  shall  also  be  furnished  with  a  book  in  which  he  shall 
strike  the  balances  for  or  against  the  other  banks,  and 
he  shall  not  leave  the  Clearings-House  until  the  general 
balance  is  completed. 

V.  Besides  orders  payable  on  demand  at  the  banks  in 
Edinburgh  (including  district  branches),  and  bills  domi- 
ciled with  the  head  offices   of  the  banks  in  Edinburgh, 
orders  or  bills  payable  elsewhere  in  Scotland,  and  requir- 
ing to  be  cashed  by  the  banks  with  each  other,  may  be 
passed  through  the  Clearing-House.  Although  the  general 
rule  is  to  pass  all  clearing  documents  through  the  Clear- 
ing-House, it  shall   be  in   the  option  of    each   bank  to 
collect  any  such  documents  in  cash. 

VI.  Each  document  shall  be  sufficiently  discharged  be- 
fore being  sent  in,  and  shall  bear  a  Clearing-House  stamp 
containing  the  name  of  the  bank  to  which  it  belongs  and 
the  date  of  clearing,  in  addition  to  which,  if  it  has  been 
cashed  at  a  district  branch,  it  shall  bear  the  stamp  of  that 
branch. 

VII.  Documents  passed  through  the  Clearing-House, 
payable  at  the  district  branches  of  banks  in  Edinburgh, 
shall  be  forwarded  in  time   for  presentation    the    next 
morning. 

VIII.  Documents  drawn  on  the  head  office  of  any  bank, 
which  are  not  duly  honoured,  shall  be  returned  on  same 
day,  by  messenger  to  the  head  office  of  the  bank  at  which 
they  were  cashed,  by  three  o'clock  on  ordinary  days,  and 
12.30  on  Saturdays,  and  shall  be  repaid  in  cash.     Docu- 
ments payable  at  the  district  branches,  which  are  not  duly 
honoured,  shall  be  returned  through  the  Clearing-House 
on  the  day  after  that  on  which  they  were  cleared ;  or  it 
shall  be  optional  to  return  any  such  document  direct  by 
messenger  to  the  office  at  which  it  was  cashed,  provided 
this  be  done  before  the  hour  of  clearing,  on  the  day  after 
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that   on  which    the   document   in    question   was   passed 
through  the  Clearing-House. 

IX.  All  documents  returned  unpaid  shall  have  a  written 
answer  appended,  stating  the  cause  of  dishonour. 

X.  The  banks  agree  to  dispense  with  the  endorsement 
of  country  exchange  vouchers,  passed  through  the  clear- 
ing. 

XI.  The  Bank  of  Scotland  and  the  Boyal  Bank  of  Scot- 
land agree  to  undertake  the  settlement  of  the  clearings 
each  alternate  month.     On  Monday  and  Thursday,  the 
balances  shall  be  included  in  the  general  settlement  of  the 
exchange  and  clearing,  the  odd  shillings  and  pence  being 
accounted  for  in  cash.     On  other  days,  the  settling  bank 
will  receive  from  those  banks  which  are  debtors  on  the 
settlement,  in  which  shall  be  included  the  balance  of  the 
note  exchange,  and  give  to  those  which  are  creditors,  ex- 
change vouchers  for  the  respective  balances,  including  the 
odd  shillings  and  pence,  within  one  hour  after  the  closing 
of  the  Clearing-House,  and  these  vouchers  shall  be  brought 
into  the  next  clearing,  and  shall  bear  interest  from  the 
date  of  delivery  till  the  date  of  that  clearing  at  the  fixed 
rate  of  2  per  cent.,  which  shall  be  included  in  the  voucher 
given  for  the  balance. 

The  rules  for  conducting  the  general  settlement  of  the 
exchange  and  clearing  are  laid  down  separately. 

Neither  the  Bank  of  Scotland  nor  the  Koyal  Bank  of 
Scotland  shall  incur  any  responsibility  whatever  in  respect 
of  these  transactions. 

XII.  All  expenses  connected  with  the  Clearing-House 
shall  be  borne  by  the  banks  in  equal  proportions  and  shall 
be  paid  by  them  half-yearly. 

For  the  BANK  OF  SCOTLAND,  James  A  Wenley, 
Treasurer. 
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For  the  ROYAL  BANK  OF  SCOTLAND,  J.  S.  Fleming, 
Cashier. 

For  the  BRITISH  LINEN  COMPANY,  James  Synie, 
Manager. 

For  the  COMMERCIAL  BANK  OF  SCOTLAND,  A.  K.  Mac- 
kenzie, Manager. 

For  the  NATIONAL  BANK  OF  SCOTLAND,  W.  J.  Duncan, 
Manager. 

For  the  UNION  BANK  OF  SCOTLAND,  Charles  Gairdner, 
General  Manager. 

For  the  CLYDESDALE  BANKING  COMPANY,  George  Bead- 
man,  General  Manager. 

EDINBURGH,  March,  18SO. 
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SECTION  XXXIV. 

THE  IKISH  BANKS. 

'^PHE  last  Act  of  Parliament  for  regulating  "banks  in 
Ireland  is  the  8  &  9  Viet.  cap.  37,  passed  in  the  year 
1845. 

This  Act  recites  that  by  the  Act  21  &  22  Geo.  III.  an 
Act  was  passed  for  establishing  a  bank  by  the  name  of 
the  Governor  and  Company  of  the  Bank  of  Ireland  ;  and 
which  prohibited  any  other  company  consisting  of  more 
than  six  persons  to  issue  notes  payable  on  demand  or 
within  any  time  less  than  six  months.  That  by  the  Act  1 
and  2  Geo.  IV.  cap.  72,  other  companies  consisting  of  more 
than  six  partners  might  issue  notes  payable  on  demand,  at 
a  greater  distance  than  fifty  miles  (Irish)  from  Dublin. 
And  that  by  6  Geo.  IV.  cap.  42,  and  1  Win.  IV.  cap.  32, 
such  co-partnerships  of  bankers  might  transact  certain 
matters  of  business  by  agents  in  Dublin,  including  the 
payment  though  not  the  issue  of  notes. 

The  Act  farther  recites  that  the  Bank  of  Ireland  had 
at  various  times  advanced  for  the  public  service  the  several 
sums  of  ,£600,000,  .£500,000,  and  .£1,250,000,  late  Irish 
currency ;  and  that  by  the  48  Geo.  III.  cap.  103,  the 
charter  of  the  Bank  of  Ireland  was  extended  to  the  1st  day 
of  January,  1837 — upon  twelve  months'  notice  to  be  pub- 
lished in  the  "  Dublin  Gazette,"  and  after  the  repayment 
of  the  above-mentioned  sums.  And  that  by  the  Act  1  and 
2  Geo.  IV.  cap.  72,  the  Bank  of  Ireland  had  agreed  to  ad- 
vance a  further  sum  of  .£500,000,  and  the  bank  was  em- 
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powered  to  enlarge  its  capital  to  .£3,000,000 ;  making 
the  total  advances  -£'2,850,000,  late  Irish  currency,  equal 
to  £2,630,769  4s.  8d.  sterling  money  of  the  United  King- 
dom of  Great  Britain  and  Ireland ;  on  which  by  the  Act  3 
and  4  Yict.  c.  75,  the  bank  received  an  annuity  from  the 
Government  of  £115,384  12s.  4(7.  sterling,  payable  on  the 
5th  of  January  and  5th  of  July  in  each  year,  redeemable 
upon  six  months'  notice,  to  be  given  after  January  1st, 
1841,  and  after  payment  of  the  above-mentioned  sums. 

The  Act  farther  recites  that  the  above  annuity  of 
£115,384  12s.  4(7.  has,  -with  the  consent  of  the  said 
governor  and  company,  been  reduced  to  £92,076  18s.  5(7., 
being  at  the  rate  of  3|  per  cent,  per  annum  on  the  capital 
sum  of  £2,630,769  4s.  8c7.,  which  capital  sum  shall  not  be 
repaid  until  the  expiration  of  six  months'  notice,  to  be 
given  after  January  1st,  1855 ;  and  that,  during  such 
term,  the  said  governor  and  company  shall  manage  the 
public  debt  free  of  all  charge.  The  company  is  to  continue 
a  corporation,  for  the  purpose  of  carrying  on  the  business 
of  banking,  but  not  to  have  any  exclusive  privileges.  The 
charter  to  continue  until  the  expiration  of  twelve  months' 
notice  to  be  given  and  published  in  the  "  Dublin  Gazette," 
after  January  1st,  1855,  and  upon  repayment  of  the  sums 
due  from  the  Government  to  the  bank. 

The  Act  removes,  from  the  6th  day  of  December,  1845, 
all  restrictions  upon  banks  having  more  than  six  partners 
issuing  notes  and  carrying  on  business  in  Dublin  and 
within  fifty  miles  thereof.  But  no  banker  shall  issue  any 
larger  amount  of  notes  than  the  average  amount  he  had 
in  circulation  during  the  year  ending  the  1st  day  of  May, 
1845  (which  amount  shall  be  certified  by  the  Commis- 
sioners of  Stamps),  and  the  amount  of  gold  and  silver  coin 
he  may  have  in  his  hands,  in  the  proportion  of  not  more 
than  one-fourth  of  silver  to  that  of  gold. 


252  THE   HISTORY,    PRINCIPLES,    AND 

In  case  two  banks  should  unite,  the  new  bank  to  have 
the  power  of  issue  to  the  amount  of  both  the  united  banks. 
Any  bank  may  arrange  with  the  Bank  of  Ireland  to  give 
up  its  issue,  and  in  that  case  the  Bank  of  Ireland  may 
increase  its  issue  to  that  amount.  But  the  bank  that  thus 
contracts  shall  not  afterwards  resume  its  issue.  All  notes 
for  a  fractional  part  of  a  pound  are  prohibited.  Each  bank 
issuing  notes  is  required  to  send  to  the  Stamp  Office 
weekly  returns,  stating  the  amount  of  notes  in  circulation 
on  each  Saturday,  distinguishing  those  below  ,£5 ;  and 
also  the  amount  of  gold  and  silver  coin  held  at  each  of  the 
head  offices  or  four  principal  places  of  issue  in  Ireland. 
And  from  these  returns  the  Commissioners  of  Stamps  and 
Taxes  shall  make  a  monthly  return,  which  shall  be  pub- 
lished in  the  "  Dublin  Gazette."  This  monthly  average 
must  not  exceed  the  amount  certified  by  the  commissioners 
and  the  amount  of  gold  and  silver  on  hand. 

All  banks  are  required  to  send  a  list  of  their  share- 
holders to  the  Stamp  Office  every  year,  between  the  1st 
and  the  15th  of  January,  to  be  published  in  the  "Dublin 
Gazette  "  before  the  1st  day  of  the  succeeding  March. 
All  banks,  whether  they  issue  notes  or  not,  are  entitled 
to  sue  and  be  sued  in  the  name  of  their  public  registered 
officer. 

Upon  the  Act  of  1845,  for  the  regulation  of  banks  in 
Ireland,  we  may  observe  : — 

1.  The  authorized  issue  is,  like  that  of  the  banks  of 
Scotland,  the  average  amount  of  the  year  ending  on  the 
1st  day  of  May,  1845. 

2.  If  any  two  banks  unite,  the  new  bank  may  issue  to 
the  amount  of  the  circulation  of  both  the  united  banks. 
Here  the  law  is  the  same  as  that  of  Scotland,  but  diffe- 
rent from  that  of  England. 

3.  If  any  bank  gives  up  its  issue,  and  agrees  to  issue 
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Bank  of  Ireland  notes,  the  Bank  of  Ireland  may  increase 
her  authorized  issue  to  the  full  amount  of  the  issue  of  the 
Tjank  whose  notes  are  "withdrawn.  In  England,  the  Bank 
of  England  can,  in  a  similar  case,  issue  only  to  the  extent 
of  two-thirds  of  the  issue  of  the  bank  whose  notes  are 
withdrawn.  There  is  no  similar  provision  in  the  Act  re- 
ferring to  Scotland. 

4.  Another  difference  may  be  noticed  between  Ireland 
and  Scotland.  All  the  notes  issued  at  the  branch  banks 
in  Scotland  are  payable  only  at  the  head  office  of  the  bank 
that  issued  them.  In  Ireland,  by  the  Act  9  Geo.  IY.  c. 
81,  all  notes  must  bear  to  be  payable  at  the  place  or  places 
where  they  have  been  issued  or  reissued.  Hence  the 
banks  in  Ireland  must  keep  some  gold  at  every  branch, 
while  the  banks  in  Scotland  need  not  have  any  gold  except 
at  the  head  office.  In  both  countries,  the  banks  must 
hold  a  stock  of  gold  equal  to  the  amount  of  notes  in  cir- 
culation beyond  the  authorized  issue ;  and,  according  to 
the  Act,  this  gold  must  be  at  the  head  office,  or  chief 
places  of  issue.  The  gold  held  at  the  branches,  however 
necessary  for  business  purposes,  is  not  taken  into  account 
in  the  returns  to  the  Stamp  Office.  The  banks,  indeed , 
return  the  whole  amount  of  the  gold  in  their  possession  ;. 
and  it  is  this  which  is  published  in  the  newspapers.  But 
the  amount  held  against  the  excess  of  authorized  issue 
must  be  held  at  the  chief  office,  or  at  four  chief  places  of 
issue.  In  the  Provincial  Bank  of  Ireland  these  places  are 
Cork,  Limerick,  Dublin,  and  Belfast. 

The  Bank  of  Ireland  is  a  chartered  bank,  like  the  Bank 
of  England.  It  is  the  Government  bank.  It  issues  notes 
and  has  branches  in  the  principal  towns  throughout  Ire- 
land. It  has  now  no  exclusive  privileges. 

In  tracing  the  history  of  banking,  we  may  observe  that 
most  public  banks  have  been  formed,  in  the  first  instance> 
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under  the  protection  of  the  Government  of  the  State  in 
which  they  were  established.  Such  was  the  case  with  the 
Banks  of  Venice,  Genoa,  and  Amsterdam ;  and  such,  too, 
was  the  case  with  the  Banks  of  England,  of  Scotland,  and 
of  Ireland.  The  former  were  closely  connected  with  the 
State,  and  may  properly  be  called  "  State  Banks  ; "  the 
latter  had  peculiar  privileges  bestowed  by  charter,  and 
are  usually  called  "  Chartered  Banks."  These  privileges 
may  be  divided  into  two  classes,  those  which  refer  to  the 
proprietors  themselves,  and  those  which  refer  to  other 
parties.  The  privileges  of  the  first  class  relate  to  the 
amount  of  capital,  the  form  of  government,  the  number 
of  directors,  and  the  mode  of  their  nomination,  the  meet- 
ing of  the  proprietors,  and  the  specification  of  the  branches 
of  business  the  banks  are  allowed  to  carry  on.  The  privi- 
leges of  the  second  class  refer  to  the  restricted  liability  of 
the  shareholders,  and  the  prohibition  of  other  parties 
carrying  on  the  same  business. 

If  the  charters  granted  to  banking  companies  conferred 
only  the  first  class  of  privileges,  they  would  be  liable  to 
but  little  objection.  In  the  infancy  of  commerce  and  of 
banking,  the  assistance  of  the  Government  may  with  pro- 
priety be  granted  to  encourage  the  formation  of  institu- 
tions so  eminently  calculated  to  promote  the  public  ad- 
vantage. But  of  what  avail  are  prohibitory  clauses?  If 
no  other  persons  are  disposed  to  form  similar  institutions, 
then  those  prohibitions  are  a  nullity.  But  if  other  parties 
are  disposed  to  form  similar  companies,  without  the 
assistance  of  the  Government,  then  why  should  the  Govern- 
ment interfere  at  all  ?  Why  should  they  grant  a  charter 
to  effect  an  object  which  can  be  effected  without  their 
assistance  ? 

In  the  charter  first  granted  to  the  Bank  of  England  in 
1694,  there  was  no  prohibitory  clause.  But  when  the 
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charter  was  renewed  in  1708,  it  was  enacted  that  no  other 
company  formed  of  more  than  six  persons  should  carry  on 
the  business  of  banking  in  England.  The  charter  granted 
to  the  Bank  of  Scotland  in  1695,  contained  the  following 
prohibition : — "  That  for  the  period  of  twenty-one  years 
from  the  17th  of  July,  1695,  it  should  not  be  lawful  for 
any  other  persons  to  set  up  a  distinct  company  or  bank 
within  the  kingdom  of  Scotland."  This  privilege  was  not 
renewed  after  the  expiration  of  the  twenty-one  years ; 
and  in  the  year  1727  a  charter,  without  any  prohibitions, 
was  also  granted  to  the  Royal  Bank  of  Scotland.  In  the 
year  1746  the  British  Linen  Company  was  formed,  and 
carried  on  the  business  of  banking  as  a  joint-stock  com- 
pany. Subsequently  this  bank  also  obtained  a  charter, 
but  without  any  exclusive  privilege.  Hence  Scotland  has 
had  the  advantage  of  chartered  banks,  and  joint-stock 
banks,  and  private  banks,  all  working  well  together, 
without  producing  those  effects  which  in  this  country 
have  followed  the  prohibitory  clauses  of  the  charter  of  the 
Bank  of  England. 

Both  in  its  constitution  and  government  the  Bank  of 
Ireland  closely  imitated  the  Bank  of  England ;  and  it  has 
produced  in  Ireland  most  of  the  advantages  and  evils 
which  that  establishment  has  produced  in  this  country. 
It  has  supplied  the  country  with  a  currency  of  undoubted 
solidity ;  it  has  supported  public  credit,  it  has  granted 
facilities  to  trade,  and  it  has  assisted  the  financial  opera- 
tions of  the  Government.  On  the  other  hand  its  prohibi- 
tory clauses  necessarily  led  to  the  formation  of  many  pri- 
vate banks,  whose  failure  was  the  cause  of  immense 
wretchedness  to  all  classes  of  the  population. 

The  charter  of  the  Bank  of  Ireland  contained  a  clause 
which  prevented  more  than  six  persons  forming  them- 
selves into  a  company  to  carry  on  the  business  of  banking 
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in  Ireland.  In  the  year  1824,  they  surrendered  this  ex- 
clusive privilege,  as  far  as  regards  those  places  which  are 
situated  at  a  greater  distance  than  fifty  Irish  miles  from 
Dublin;  and  in  1826,  the  Bank  of  England  made  a  similar 
surrender,  with  regard  to  places  at  a  greater  distance  than 
sixty-five  miles  from  London.  As  eleven  Irish  miles  are 
equal  to  fourteen  English  miles,  fifty  Irish  miles  are 
equal  to  about  sixty-five  English  miles.  But  it  must  be 
observed,  that  Dublin  is  situated  on  the  sea-coast,  there- 
fore, the  Bank  of  Ireland  had  only  the  monopoly  of  a 
semicircle,  whose  radius  is  fifty  Irish  miles.  But  London 
being  situated  inland,  the  Bank  of  England  had  the  mono- 
poly of  a  whole  circle  of  130  English  miles  in  diameter. 

The  Bank  of  Ireland  was  established  by  an  Act  of  Par- 
liament passed  in  1782,  21  and  22  Geo.  III.  cap.  16.  The 
following  are  the  provisions  of  this  Act : — 

The  capital  was  =£600,000,  which  was  lent  to  Government 
at  4  per  cent.  No  one  person  was  permitted  to  subscribe 
more  than  .£10,000.  If  the  bank  incurred  debts  to  a 
greater  amount  than  their  capital,  the  subscribers  were 
answerable  in  their  private  capacity  to  the  creditors  in 
proportion  'to  their  subscriptions.  The  bank  were  not 
either  to  borrow  or  to  lend  money  at  a  higher  interest  than 
5  per  cent.,  nor  to  engage  in  any  business  but  banking. 
The  stock  to  be  transferable  and  deemed  personal  estate, 
and  as  such  to  go  to  the  executors  of  the  holders,  and  not 
to  their  heirs.  No  transfer  of  bank  stock  to  be  valid,  un- 
less registered  in  the  bank  books  in  seven  days  from  the 
contract,  and  actually  transferred  in  fourteen  days ;  the 
charter  to  expire  at  twelve  months'  notice  after  the  1st  day 
of  January,  1794,  and  repayment  of  all  sums  due  by  the 
Government  to  the  bank. 

The  charter  is  dated  May  15,  1783,  and  contains  as  fol- 
lows:— Such  persons  as  should  subscribe  before  January  1, 
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t-,  the  sum  of  ,£600,000,  were  to  be  formed  into  a  cor- 
poration, to  be  styled  the  Governor  and  Company  of  the 
Bank  of  Ireland.  The  corporation  were  to  have  a 
governor,  deputy- govern  or,  and  fifteen  directors ;  which 
governor,  depu-ty-governor,  and  directors,  or  any  eight  or 
more  of  them,  shall  be  called  a  Court  of  Directors,  for  the 
management  of  the  affairs  of  the  corporation. 

Fifteen  directors  shall  be  chosen  annually,  between 
March  25  and  April  25  in  each  year,  and  not  above  two- 
thirds  of  the  directors  of  the  preceding  year  to  be  re- 
elected. 

The  notice  for  the  meeting  of  general  courts  of  proprie- 
tors to  be  affixed  upon  the  Royal  Exchange  in  Dublin  at 
least  two  days  before  the  time  of  meeting.  The  qualifica- 
tion for  a  voter  at  a  general  court  shall  be  .£500  stock,  to 
be  held  for  six  months  preceding,  unless  it  came  by  will, 
marriage,  &c.  The  qualification  for  governor  shall  be 
£4,000  stock,  and  for  deputy- governor  .£3,000,  and  for 
director  .£2,000. 

No  dividend  shall  at  any  time  be  made  by  the  said 
governor  and  company,  save  only  out  of  the  interest,  profit, 
or  produce,  arising  by  or  out  of  the  said  capital,  stock,  or 
fund,  or  by  such  dealing,  buying,  or  selling,  as  is  allowed 
by  the  sjaid  Act  of  Parliament ;  nor  without  the  consent  of 
the  members  of  the  said  corporation,  in  a  general  court 
qualified  to  vote  as  aforesaid. 

The  governor,  or  deputy-governor,  shall  summon  four 
general  courts  at  least  in  every  year.  One  in  the  month  of 
September,  one  in  December,  one  in  April,  and  another  in 
July. 

The  governor  or  deputy- governor  shall  also  summon  a 
general  court,  whenever  requested  to  do  so  by  nine  mem- 
bers, each  holding  .£500  stock. 

If  governor  and  deputy- governor  be  absent  one  hour 

IT.  " 
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after  the  usual  time  of  proceeding,  at  any  general  court  or 
court  of  directors,  a  chairman  shall  be  chosen  for  that  time 
only,  who  shall  have  like  privileges  as  the  governor  or 
deputy- govern  or. 

Governor,  deputy- governor,  or  chairman,  not  to  vote 
in  general  courts,  or  court  of  directors,  save  when  there 
shall  happen  to  be  an  equal  number  of  votes  on  each 
side. 

The  Bank  of  Ireland  commenced  business  at  St.  Mary's 
Abbey,  June  25,  1783.  After  the  Union,  its  office  was  re- 
moved to  the  Parliament  House. 

In  the  year  1821,  the  capital  of  the  Bank  of  Ireland  was 
increased  from  .£2,500,000  to  £3,000,000  Irish  currency. 
The  additional  sum  of  =£500,000  was  taken  from  the  bank's 
surplus  fund  and  lent  to  the  Government  at  4  per  cent.,  to 
be  repaid  by  the  1st  January,  1838.  The  increased  capital 
was  divided  among  the  proprietors,  at  the  rate  of  £20  for 
every  .£100  they  possessed.  In  consideration  of  this  in- 
crease of  capital,  the  bank  consented  to  a  clause  in  this 
Act,  whereby  persons  in  partnership,  residing  fifty  miles 
from  Dublin,  might  carry  on  the  business  of  banking,  al- 
though such  partnership  might  consist  of  more  than  six 
partners  ;  but  that  such  partnership  should  possess  no 
other  privilege  than  being  allowed  to  sue  and  be  sued  in 
the  name  of  a  public  officer,  should  Parliament  hereafter 
think  fit  to  grant  such  a  power.  This  privilege  was  of 
little  practical  use,  for,  according  to  the  construction  put 
upon  the  Act,  it  required  that  all  the  partners  in  these 
banks  should  reside  in  Ireland. 

In  this  year  an  Act  was  passed  (5  Geo.  IV.  cap.  73),  "to 
relieve  bankers  in  Ireland  from  certain  restraints  imposed 
by  the  provisions  of  the  29  Geo.  II.,  and  to  render  all  and 
each  of  the  members  of  certain  co-partnerships  of  bankers, 
which  may  be  established,  liable  to  the  engagements  of 
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such  co-partnerships,  and  to  enable  such  co-partnerships  to 
sue  and  be  sued  in  the  name  of  their  public  officer." 

Those  clauses  in  the  former  Act  that  required  the  names 
of  all  the  partners  to  be  subscribed  to  the  notes,  and  which 
prohibited  bankers  being  traders,  are  by  this  Act  repealed. 
Banking  partnerships  exceeding  six  persons,  and  carrying 
on  business  at  any  place  beyond  fifty  miles  from  Dublin, 
shall  be  registered  at  the  Stamp  Office,  Dublin  ;  and  also 
the  names  of  the  public  officers  in  whose  names  such  part- 
nerships sue  and  are  sued.  The  names  of  those  public 
officers  were  also  required  to  be  subscribed  to  all  notes  and 
receipts  issued  by  the  company.  Judgments  against  the 
public  officers  to  operate  as  judgment  against  the  partner- 
ship, and  execution  upon  judgment  may  be  issued  against 
any  member  of  the  society,  and  the  public  officer  to  be  saved 
harmless. 

In  the  year  1825  was  passed  the  "Act  for  the  better  re- 
gulation of  co-partnerships  of  certain  bankers  in  Ireland." 
It  was  obtained  by  the  directors  of  the  Provincial  Bank  of 
Ireland,  as  the  Acts  previously  granted  did  not  furnish  the 
facilities  which  the  Provincial  Bank  required  for  the  bene- 
iicial  exercise  of  its  operations.  It  confirmed  the  permis- 
sion granted  by  former  Acts  to  establish  joint-stock  banks 
at  a  greater  distance  than  fifty  miles  from  Dublin,  and  per- 
mitted persons  resident  in  Great  Britain  to  become  share- 
holders in  such  banks.  The  banks  were  required  to  register 
at  the  Stamp  Office  in  Dublin  an  account  of  the  names  of 
the  firms,  the  several  partners  therein,  and  the  public 
officers  thereof.  The  partnerships  shall  sue  and  be  sued 
in  the  name  of  their  public  officers.  Parties  obtaining 
judgments  in  Ireland  may  authorize  the  acknowledgment 
of  like  judgment  in  Great  Britain;  and,  in  like  manner, 
parties  obtaining  judgment  in  Great  Britain,  may  proceed 
thereon  in  Ireland.  Judgments  against  public  officers  shall 
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operate  against  the  society,  and  execution  upon  judgment 
may  be  issued  against  any  member  of  the  co-partnership. 
All  transfers  of  shares  must  be  registered  at  the  Stamp  Office. 
In  this  year,  too,  an  Act  of  Parliament  was  passed  to 
assimilate  the  currency  of  Ireland  to  that  of  England.  It 
is  entitled,  "  An  Act  to  provide  for  the  assimilation  of  the 
currency  and  monies  of  account  throughout  the  United 
Kingdom  of  Great  Britain  and  Ireland."  (6  Geo.  IV.  cap. 
79.)  The  Act  recites,  that  the  pound  sterling  in  Great 
Britain  and  Ireland  respectively  is  divided  into  twenty- 
shillings,  and  the  shillings  into  twelve  pence  ;  but  the 
silver  coin  which  represents  a  shilling  in  Great  Britain  is 
paid  and  accepted  in  Ireland  for  thirteen  pence,  and  the 
pound  sterling  of  Great  Britain  is,  at  the  par  of  exchange, 
paid  and  accepted  for  one  pound  one  shilling  and  eight- 
pence  of  the  currency  of  Ireland  ;  and  that  great  com- 
plexity of  accounts,  and  other  inconveniences,  arise  from 
the  said  difference  of  currencies.  It  then  enacts,  that  the 
currency  of  Great  Britain  shall  be  the  currency  of  the 
United  Kingdom,  and  all  receipts,  payments,  contracts, 
and  dealings,  shall  be  made  in  such  currency.  And  all 
contracts,  debts,  &c.,  made  or  contracted  previous  to  the 
commencement  of  this  Act,  shall  be  carried  into  effect,  and 
satisfied  by  payment  in  British  currency  of  12-13ths  of  the 
amount  according  to  Irish  currency.  All  duties  and 
public  revenues,  and  all  funds  and  public  debts  shall  be 
estimated  in  British  currency,  and  the  accounts  thereof 
kept  accordingly.  After  a  day  to  be  named  by  proclama- 
tion, British  silver  and  gold  coins  shall  be  current  in  Ire- 
land at  the  same  rate  of  pence  as  in  Great  Britain.  On  the 
like  proclamation,  Irish  copper  coin  shall  be  brought  into 
the  Bank  of  Ireland,  and  exchanged  there  for  British 
copper  coin,  at  the  rate  of  twelve  pence  British  for  thirteen 
pence  Irish,  and  the  Irish  copper  coin  shall  cease  to  circu- 
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Lite.  Bankers'  notes  shall  be  made  payable  in  British 
currency.  Xo  notes  payable  in  Irish  currency  shall  be  re- 
issued after  the  commencement  of  this  Act,  under  a  penalty 
of  £50  for  each  offence.  Bankers  may  deliver  into  the 
Stamp  Office  reissuable  notes,  payable  in  Irish  currency, 
and  receive  in  lieu  thereof  new  stamps  to  the  whole  amount 
of  the  stamps  delivered  up,  if  dated  within  one  year  pre- 
vious, or  three-fourths  if  within  two  years,  and  one-half  if 
within  three  years.  This  Act  came  into  operation  on  the 
5th  day  of  January,  1826. 

Public  banks  may  be  divided  into  three  classes : — first, 
Chartered  Banks,  those  which  have  received  a  charter  from 
the  Crown  ;  secondly,  Joint-stock  Banks  formed  under  the 
common  law ;  and  thirdly,  Joint-Stock  Banks  formed 
under  the  statute  law. 

The  common  law  of  England  allowed  any  number  of 
persons  to  form  themselves  into  a  partnership  to  carry  oa 
banking.  At  the  same  time  it  presented  this  inconvenience 
in  the  formation  of  such  partnerships — in  all  actions  at 
law  it  was  necessary  to  state  the  names  of  all  the  indivi- 
duals who  composed  the  company.  Another  inconvenience 
of  partnerships  formed  under  the  common  law  was,  that 
all  the  partners  were  answerable  for  the  debts  of  the 
company  to  the  full  extent  of  their  property,  not  only 
while  they  were  partners,  but  after  they  had  ceased  to  be 
partners,  as  far  as  regards  any  transactions  that  took 
place  during  the  continuance  of  their  partnership.  The 
banks  avoided  these  inconveniences,  in  the  first  place,  by 
conducting  their  business  in  the  names  of  trustees,  in  the 
same  way  as  some  of  the  insurance  companies  ;  and  in  the 
second  place,  by  inserting  a  clause  in  the  deed  of  settle- 
ment, that  in  case  the  bank  should  lose  one-third  or  one- 
fourth  the  amount  of  its  paid-up  capital,  it  should  imme- 
diatelv  be  dissolved. 
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The  statutes  of  6  Geo.  IV.  c.  42,  with  reference  to 
Ireland,  and  7  Geo.  IV.  c.  46,  with  reference  to  England, 
not  only  repealed  those  Acts  of  Parliament  which  pro- 
hibited the  formation  of  "banking  companies  having  more 
than  six  partners,  but  they  also  removed  the  inconve- 
niences of  the  common  law.  It  was  enacted,  that  it  should 
no  longer  be  necessary,  in  legal  actions,  that  the  names  of 
all  the  partners  should  be  placed  upon  the  record ;  but 
that  the  company  should  register  at  the  Stamp  Office  the 
name  of  some  one  person  in  whose  name  they  wished  to 
sue  and  be  sued.  Any  party  who  had  a  disputed  claim 
upon  the  company  must  sue  this  public  officer,  and  when 
he  had  obtained  a  verdict  in  his  favour,  he  might  issue 
judgment  against  all  the  partners,  in  the  same  way  as 
though  he  had  obtained  a  verdict  against  them  all.  And 
that  he  might  have  no  difficulty  in  ascertaining  who  were 
or  were  not  partners,  it  was  required  that  the  names  of  all 
the  partners  should  be  annually  registered  at  the  Stamp 
Office.  The  statute  law  also  obviated  the  second  incon- 
venience of  the  common  law,  by  enacting  that  every  partner, 
as  soon  as  he  had  transferred  his  share,  should  be  released 
from  all  liability  as  to  the  subsequent  acts  of  the  com- 
pany, and  at  the  end  of  three  years  he  was  no  longer 
liable  for  any  acts  that  took  place  even  at  the  time  he  was 
a  partner. 

The  Provincial  Bank  of  Ireland  was  formed  under  the 
statute  6  Geo.  IV.  c.  42.  Few  banks  have,  in  so  short  a 
time,  advanced  to  so  high  a  degree  of  prosperity.  The 
circumstances  of  Ireland  at  that  period  were  friendly  to 
the  growth  of  such  an  establishment.  The  recent  abolition 
of  the  union  duties,  and  the  introduction  of  steamboats, 
had  given  a  stimulus  to  the  trade  between  the  two  countries, 
while  nearly  all  the  banks  in  the  south  of  Ireland  had  been 
swept  as  by  a  whirlwind  from  the  face  of  the  land.  The 
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operations  of  the  bank  were  also  facilitated  by  the  assimi- 
lation of  the  currency,  and  the  measures  taken  by  the 
Government  and  the  Bank  of  Ireland  to  prevent  those 
fluctuations  in  the  exchanges  which  had  previously  existed. 
But  the  prosperity  of  this  bank  must  be  attributed  chiefly 
to  the  wisdom  and  prudence  manifested  in  its  constitution 
and  in  its  subsequent  government.  The  capital  was  raised 
chiefly  in  England,  and  London  was,  consequently,  made 
the  seat  of  government.  The  board  of  directors  was  com- 
posed of  merchants  and  statesmen,  and  the  latter  were 
taken  from  the  leading  men  of  the  two  parties  into  which 
Ireland  was  then  divided.  The  local  government  of  the 
respective  branches  in  Ireland  was  composed  of  directors 
possessing  local  knowledge  and  influence,  and  of  managers 
selected  for  their  experience  in  banking,  and  the  manager 
had  a  veto  upon  the  decision  of  the  board.  An  inspector 
was  appointed  to  visit  the  branches,  and  to  report  to  the 
London  office. 

At  the  same  time,  the  bank  had  considerable  difficulties 
to  contend  against.  Property  in  Ireland  was  considered 
insecure ;  political  and  religious  feelings  often  interfered 
with  matters  of  business ;  the  habits  of  the  people  were 
not  commercial ;  and  the  country  had  suffered  so  severely 
from  private  banking,  that  confidence  was  not  easily  ac- 
quired for  a  new  company,  the  members  and  constitu- 
tion of  which  were  but  imperfectly  known.  Before  these 
difficulties  had  been  completely  overcome,  the  bank  became 
involved  in  a  competition  with  branches  of  the  Bank  of 
Ireland,  and  exposed  to  sudden  demands  for  gold  arising 
out  of  political  events. 

There  is  no  joint-stock  bank  of  whose  rise  and  progress 
we  have  a  more  detailed  account  than  the  Provincial  Bank 
of  Ireland.  This  account  is  furnished  to  us  in  the  evidence 
given  before  a  Committee  of  the  House  of  Commons  by 
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the  late  secretary,  Mr.  James  Marshall.1  We  recommend 
the  following  quotations  to  the  especial  consideration  of 
students  in  practical  banking,  as  showing  most  minutely 
the  various  steps  by  which  prosperity  is  obtained  by  bank- 
ing institutions. 


1. — The  Constitution  of  the  Provincial  Bank  of  Ireland. 

"  Can  you  explain  to  the  committee  the  constitution  of 
the  Provincial  Bank  ? — I  can.  I  may  make  reference  to 
the  annual  reports  of  the  institution,  copies  of  which,  I 
understand,  were  furnished  to  this  committee.  A  report 
is  made  to  the  proprietors  on  the  third  Thursday  of  May 
in  each  year. 

"  By  whom  is  that  report  prepared? — By  a  special  com- 
mittee. 

"  A  committee  of  the  board  of  directors? — A  committee 
of  the  board  of  directors,  whom  it  is  my  duty  to  attend  on 
such  occasions,  and  to  be  their  organ  in  acting  as  the  clerk 
of  that  committee. 

"When  that  sub-committee  has  prepared  the  report, 
what  further  step  is  then  taken  ? — It  is  submitted  then  to 
the  general  court  of  directors. 

1  Mr.  James  Marshall  was  the  accountant  of  the  Provincial  Bank  of 
Ireland  at  its  commencement,  and  in  the  year  1826  succeeded  Mr. 
Thomas  Joplin  in  the  office  of  secretary.  He  retired  in  1845,  upon  a 
pension  of  £1,000  a-year.  The  chairman  stated  to  the  General  Meeting 
in  1846,  that  Mr.  Marshall's  salary  was  £1,200  a-year,  but  as  £200 
a-year  was  regarded  as  an  equivalent  for  a  house,  the  Directors  con- 
sidered he  had  retired  upon  full  pay.  The  officers  of  the  Bank  sub- 
scribed to  have  his  likeness  taken,  and  an  engraving  was  presented  to 
each  subscriber.  After  his  retirement  he  became  an  auditor  of  an  in- 
surance office,  and  a  director  of  the  Oriental  Bank.  In  the  latter  capa- 
city he  paid  a  visit  to  Bombay  in  the  year  1847.  He  died  in  London  on 
the  14th  day  of  January,  1852. 
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"  Is  it  examined  by  them  r — By  the  general  court ;  it  is 
laid  before  them,  and  every  part  of  it  is  explained  to  them ; 
and  they  have  it  in  their  poorer  to  examine  any  part,  to 
refer  instantly  to  the  books,  or  the  source  from  which  it  is 
drawn.  The  committee  in  making  it  up  go  very  minutely 
to  work,  and  examine  very  particularly. 

"  Then  are  the  committee  to  understand,  that  before  the 
report  is  laid  before  the  proprietors,  that  report  is  first 
submitted  to  a  select  committee,  reported  by  them  to  the 
general  court,  and  approved  of  by  the  general  court : — 
It  is.  It  is,  in  the  first  instance,  signed  by  the  chairman  of 
the  committee  when  presented  to  the  general  court. 

"  When  laid  before  the  proprietors,  is  it  laid  before  the 
proprietors  on  the  responsibility  of  the  court  of  directors  : 
— Completely  so. 

"  Just  confine  yourself  at  present  to  the  constitution  of 
the  bank. — It  may  be  here  proper  to  state,  for  the  informa- 
tion of  the  proprietors,  the  regulations  which  have  been 
adopted,  in  the  first  place,  for  conducting  business  in  a 
proper  manner  at  the  branches ;  and,  secondly,  for  the 
control  and  superintendence  which  are  exercised  over  them 
by  the  directors  in  London.  First,  as  to  the  branches. 
For  the  due  management  of  the  business  at  each  a  suitable 
house  has  been  obtained,  and  the  following  officers  have 
been  provided — viz.,  manager,  accountant,  teller,  clerk, 
porter,  all  of  whom  find  security  for  their  fidelity.  Where 
the  scale  of  business  requires  it,  the  number  of  the  inferior 
officers  is  increased,  but  there  are  only  two  principal  officers 
at  any  branch — viz.,  manager  and  accountant ;  and  for 
securing  more  effectually  the  proper  discharge  of  the  duties 
of  all,  and  assisting  the  manager  with  advice  and  informa- 
tion, there  has  been  appointed  at  each  station  a  board  of 
local  directors,  consisting,  according  to  circumstances,  of 
three,  four,  or  five  gentlemen  of  the  first  respectability  in 
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the  place,  who,  in  order  to  be  eligible,  must  themselves 
have  an  interest  in  the  establishment,  by  holding  ten 
shares  each  of  its  stock.  The  duty  of  these  gentlemen  is 
to  meet  daily  at  a  given  hour  at  the  bank's  office,  and, 
along  with  the  manager,  to  judge  of  bills  presented  for 
discount,  and  of  all  applications  for  credits.  For  every  act 
of  business  of  this  nature  it  is  necessary  that  two  local 
directors  and  the  manager  be  present ;  and  it  is  provided, 
that  where  applications  for  discounts  or  credits  exceed,  in 
individual  cases,  a  certain  fixed  amount,  or  when  the 
manager  differs  in  opinion  from  the  majority  of  the  local 
board,  the  matter  must  be  submitted  to  the  decision  of  the 
court  of  directors  in  London.  It  is  further  the  duty  of  the 
local  directors  to  compare  daily  the  vouchers  with  the  en- 
tries in  the  cash-book,  to  count,  at  stated  intervals,  the 
cash  in  charge  of  the  manager,  and  to  certify  the  returns 
made  periodically  from  the  branch  to  London. 

"  Are  the  committee  then  to  understand  distinctly  that 
the  local  directors,  in  the  case  in  which  the  manager,  who 
is  the  head  officer  of  the  society,  differs  with  them,  al- 
though he  may  differ  singly,  are  bound  to  refer  those  cases 
to  the  London  board  before  any  decision  is  come  to  ? — In 
every  case. 

"  In  another  contingency  it  would  appear,  that  where 
the  pecuniary  transactions  in  question  exceeded  a  given 
amount,  that,  too,  although  the  board  might  be  unanimous, 
is  brought  under  the  consideration  of  the  London  board  of 
directors  ? — It  is. 

"  What  does  that  sum  generally  amount  to  ?  Is  it  a 
fixed  sum,  or  does  it  vary  according  to  the  circumstances  of 
the  different  branches  ? — It  has  varied  according  to  circum- 
stances ;  but,  generally  speaking,  from  =£300  to  «£500  is 
considered  the  extent  to  which  anything  in  the  shape  of  a 
credit,  otherthan  the  discountof  a  mercantile  bill,  would  go." 
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2.— The  Selection  of  Officers. 

"  Be  so  good  as  to  explain  to  the  committee  wliat  steps 
were  taken  by  the  Provincial  Bank  of  Ireland  in  the 
selection  of  their  various  paid  officers  at  the  branches  ? — 
I  believe  that  is  detailed  in  this  said  report.  The  selection 
of  officers  in  particular  was  a  matter  of  paramount  impor- 
tance, both  on  account  of  the  great  number  required  to  fill 
the  intended  situations  in  Ireland,  and  the  necessity  there 
was  to  scrutinize  their  qualifications  as  to  character  and 
ability.  Communications  were  made  on  this  subject  with 
various  gentlemen  in  different  parts  of  the  country,  from 
whom  it  was  expected  the  best  information  could  be  ob- 
tained. The  prospectus  of  the  society  having  set  out  with 
the  resolution  that  the  business  should  be  conducted  on 
the  principles  which  had  been  so  long  and  so  successfully 
acted  upon  in  Scotland,  it  seemed  desirable  to  obtain  from 
that  country  persons  trained  up  in  banks  there,  provided 
their  qualifications  in  other  respects  were  such  as  to  re- 
commend them.  "With  this  view,  the  secretary  (that  was 
not  myself  at  the  time)  was  sent  down  to  Edinburgh  in 
February,  for  the  purpose  of  making  inquiries  ;  and  notice 
having  been  given  in  the  public  papers  that  persons  were 
wanted  to  fill  situations  in  the  projected  establishments  in 
Ireland,  a  gentleman  in  the  above  city  was  employed  to 
receive  applications  and  to  institute  the  most  minute  and 
scrupulous  inquiries  regarding  the  character  and  qualifi- 
cation of  those  who  should  apply.  Another  gentleman 
from  the  same  city  was  also  engaged  to  proceed  to  Lon- 
don, to  assist  the  directors  in  the  formation  and  prosecu- 
tion of  a  plan  for  conducting  the  business,  when  they 
should  be  ready  to  commence  it  in  Ireland  (that  alludes 
to  myself).  The  extensive  correspondence  which  the  ap- 
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plications  and  inquiries,  produced  by  the  measures  above 
mentioned,  necessarily  occasioned,  occupied  the  attention 
of  the  directors  very  closely,  and  for  a  considerable  length 
of  time,  and  the  result  has  been  that  the  services  of  a 
number  of  most  valuable  officers  have  been  secured  to  the 
society. 

"  But  at  that  period  was  there  a  greater  facility  in  pro- 
curing the  services  of  gentlemen  more  particularly  who  had 
experience  in  the  Scotch  banking  than  there  would  be 
subsequently,  when  there  was  a  more  active  competition 
in  the  establishment  of  banks  ? — No  doubt  of  it. 

"  What  description  of  security  were  these  officers*  re- 
quired to  give  ? — Unexceptionable  personal  security ;  two 
persons,  at  least,  generally  were  joined  in  a  bond  for  the 
fidelity  of  the  officer. 

"  Was  there  any  fixed  proportion  between  the  amount 
of  the  security  required  and  of  the  salary  paid,  or  the 
duties  to  be  performed  ? — The  amount  had  respect  to  the 
duties  to  be  performed  rather  than  to  the  salary. 

"What  was  the  general  security  that  was  taken  by 
bond  for  the  fidelity  of  these  officers  ? — The  lowest  clerk 
was  £1,000  ;  the  highest  .£10,000,  for  a  manager  at  the 
largest  branch. 

"  And  that  has  been  enforced  by  the  Provincial  Bank 
with  respect  to  its  officers  ? — The  amount  of  ,£10,000  has 
not  been  required,  as  we  have  practically  found  <£5,000  to 
be  a  more  commandable  sum ;  I  would  say,  within  the 
reach  of  the  description  of  parties  who  are  aspirants  to 
these  offices. 

"  Now,  with  respect  to  the  local  directors,  how  were  they 
selected  ? — It  is  mentioned  here  that  there  should  be  se- 
lected three,  four,  or  five  gentlemen  of  the  first  respecta- 
bility in  the  place,  of  commercial  knowledge,  whenever 
those  could  be  obtained ;  if  having  had  that  commercial 
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knowledge,  and  being  disengaged  from  business,  they  were 
considered  as  so  much  the  more  eligible. 

"  But  in  the  selection  of  local  directors,  so  far  from  ex- 
cluding persons  by  reason  of  their  having  commercial  or 
banking  knowledge,  are  the  committee  to  understand  that 
such  parties  were  preferred? — Where  they  had  it,  and 
were  not  understood  to  be  in  a  situation  to  require  bank- 
ing accommodation  for  themselves. 

"  You  have  stated  that  the  local  directors  were  required 
to  take  ten  shares  each,  at  the  least  ? — Yes. 

i;  Will  you  have  the  goodness  to  state  what  the  reason 
was  that  they  were  required  to  take  those  shares  ? — In 
order  that  they  might  have  a  greater  interest  in  the  esta- 
blishment ;  feel  a  personal  interest.  I  must  say  we  have 
not,  in  every  instance,  been  able  to  get  gentlemen  of  that 
description.  We  have,  in  some  instances,  appointed  gen- 
tlemen who,  from  various  causes,  declined  to  become  share- 
holders ;  at  least,  we  have  elected  gentlemen  to  be  local 
directors  without  requiring  the  fulfilment  of  that  condi- 
tion. There  are  some  instances  at  present  of  gentlemen 
who  are  so ;  but  no  doubts  regarding  the  solvency  of  the 
bank  ever  deterred  any  of  them." 


3. — Tlie  Choice  of  Directors. 

"  Now  tell  us  how  they  are  appointed  ? — The  directors 
in  London  were,  of  course,  originally  appointed  by  the 
gentlemen  who  associated  together  for  the  purpose  of 
forming  this  establishment ;  and  they  continued,  with  the 
approbation  of  the  meeting,  until  a  certain  time,  when,  by 
the  deed  of  settlement  which  was  afterwards  prepared,  four 
were  to  go  out  every  year. 

"  In  the  vacancy  of  the  four,  who  appoints  their  succes- 
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sors  ? — The  proprietors  generally ;  the  general  meeting  of 
proprietors. 

"  Are  they  re-eligible  ? — They  are  declared  by  the  deed 
•of  settlement  to  be  re -eligible. 

"  Are  they  recommended  to  the  court  of  proprietors  by 
the  court  of  directors  ? — They  are  ;  they  have  been  vir- 
tually so  :  and  I  beg  to  refer  to  one  of  the  annual  reports, 
which  gives  an  explanation  upon  that  point.  It  is  in  the 
report  made  the  17th  of  May,  1827,  in  which  it  is  stated : 
•*  The  directors  have  now  to  advert  to  a  circumstance  of 
some  importance  as  connected  with  the  constitution  of  the 
society.  By  the  deed  of  settlement,  the  number  of  direc- 
tors was  limited  to  twenty.  Since  the  completion  of  the 
deed,  that  number  has  been  reduced  by  death  or  resigna- 
tions to  sixteen  ;  and  the  directors  having  found  by  expe- 
rience that  the  latter  number  is  quite  sufficient  to  insure  a 
due  attendance  for  the  efficient  management  of  the  busi- 
ness of  tbe  establishment,  have  not  thought  it  necessary 
to  enforce  the  terms  of  the  deed  by  proposing  the  election 
of  new  members  ;  and  they  think  themselves  now  justified, 
by  past  experience,  in  unanimously  recommending  to  the 
•court  of  proprietors  to  limit  the  number  of  directors  for 
the  ensuing  year  to  sixteen.  The  directors  may  add,  that 
this  arrangement  will  be  attended  with  a  considerable 
saving  of  expense  ;  and,  in  conclusion,  they  beg  to  state  to 
the  proprietors  an  opinion  in  which  they  also  unanimously 
concur — viz.,  that  in  future  elections,  it  will  greatly  conduce 
to  the  harmony  and  cordiality  which  it  is  so  desirable 
should  prevail  amongst  the  directors  themselves,  as  well 
as  to  the  good  management  of  the  bank's  affairs,  if  a  re- 
commendation shall  be  made  by  them  to  the  proprietors 
in  favour  of  those  candidates  whom,  after  due  inquiry, 
they  shall  find  to  be  the  best  qualified  to  fill  the 
situation.' 
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"  Have  those  recommendations  been  generally  complied 
with  by  the  proprietors  : — Always. 

"  Uniformly,  without  exception  ? — Uniformly ;  it  has 
uniformly  been  acquiesced  in.  Two  or  three  candidates 
had  upon  more  than  one  occasion  started,  but  when  the 
matter  was  explained  to  them,  they  have  uniformly  ac- 
quiesced in  it.  It  is  necessary  to  state,  to  complete  this, 
that  the  recommendation  to  limit  the  number  of  directors 
to  sixteen  was  afterwards  the  subject  of  a  special  provision 
Ly  an  additional  deed  of  the  proprietors ;  therefore  the 
number  cannot  be  extended  beyond  sixteen  without  alter- 
ing the  deed. 

"  Are  the  directors  paid  for  their  attendance  ? — They 
are. 

'•  What  is  the  amount  of  payment  which  they  receive  ? 
— It  is  so  regulated  that  no  director  can  receive  above 
i£250  a  year,  the  director  in  London,  I  mean,  were  he 
attending  at  every  possible  meeting  that  he  could. 

"  Is  the  payment  an  annual  payment,  or  proportionate 
to  the  attendances  ? — Proportionate  to  the  attendances, 
ascertained  every  quarter. 

"  According  to  the  number  of  attendances,  so  the  parties 
are  paid  ? — Yes,  according  to  the  attendances. 

"  Was  that  sanctioned  by  the  proprietors  and  by  the 
society  ? — The  deed  of  settlement  contains  a  provision 
allowing  the  directors  to  take  the  sum  of  .£5,000  as  remu- 
neration." 

4. —  The  Daily  Committee. 

<;  Will  you  state  how  they  transact  their  business  : — By 
meeting  daily  in  committee  (a  general  committee),  which 
is  open  to  all  to  attend  ;  but  in  order  to  be  a  quorum  there 
must  be  three  present ;  and  by  a  weekly  court,  held  each 
Friday,  at  which  all  ought  to  be  present. 
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"Is  there  a  record  in  writing  of  all  the  directions  and 
the  acts  of  that  special  committee  ? — There  is. 

"  Are  each  of  those  acts  brought  under  the  examination 
and  review  of  the  general  court  on  Friday  ? — At  the  weekly 
court  they  are ;  the  minutes  are  read  over. 

"  Is  the  question  put  upon  the  confirmation  of  those 
minutes,  or  is  it  open  to  the  general  court  to  vary  or  alter 
them  ? — The  question  is  specially  put  by  the  chairman  of 
the  weekly  court,  whether  it  is  the  pleasure  of  that  court 
to  confirm  the  minutes  of  the  past  week  which  have  been 
read. 

"  Have  you  known  instances  in  the  management  of  the 
bank  in  which  there  have  been  any  variations  upon  the 
proceedings  of  the  committee  proposed  by  the  general 
court,  so  as  to  show  that  it  is  an  active  as  well  as  a 
theoretical  superintendence? — I  have  seen  instances  where 
the  subject  has  been  brought  under  revision,  and  which 
has  produced  an  alteration  of  the  resolution  of  the  com- 
mittee. 

"  Having  now  explained  to  the  committee  the  formation 
of  your  local  administration  at  the  branches,  and  your 
general  administration  in  London,  will  you  state  what  the 
course  of  proceeding  is,  to  insure  to  the  court  in  London  a 
knowledge  of  that  which  takes  place  at  the  different 
branches  ? — I  read  from  the  report  already  referred  to : 
'  Regular  advices  of  the  proceedings  at  the  branches  are 
transmitted  by  the  managers  to  London  by  post  every 
second  or  third  day,  according  to  circumstances  ;  and  at 
the  end  of  each  week  a  complete  statement  of  the  whole 
transactions  is  made  up,  and  forwarded  by  the  mail-coach. 
These  returns  are  first  examined  by  the  officers  of  the 
London  establishment,  and  then  submitted  to  the  directors. 
For  giving  the  necessary  orders  arising  out  of  these  com- 
munications, for  judging  of  all  matters  referred  to  them 
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from  the  branches,  for  disposing  of  the  bank's  funds  in 
London  and  Dublin,  and  for  the  discharge  of  all  other 
duties  implied  in  the  exercise  of  a  superintendence  over 
the  -whole  establishment,  whether  in  Ireland  or  in  London, 
the  directors  hold  regular  and  daily  meetings.' 

••  Are  the  accounts  which  are  sent  from  the  branches 
accounts  in  detail  of  the  whole  of  the  operations  of  the 
bank  ? — They  are. 

li  Are  they,  in  fact,  transcripts  of  the  accounts  of  the 
bank  from  period  to  period  ? — They  are  so ;  with  this  ex- 
planation regarding  the  current  accounts  of  parties  holding 
accounts  with  the  bank,  every  particular  draft  or  receipt  is 
not  sent  to  London,  or  rather  the  entries  of  these,  I  mean, 
are  not  copied  or  sent  to  London  ;  but  there  is  this  check 
on  the  operations  of  the  branches,  the  exact  balance  of 
every  man's  account  at  the  end  of  each  week  is  given,  and 
forms  part  of  an  abstract  of  the  balance-sheet  which  is 
sent  forward,  and  which  must  agree  ;  therefore,  if  it  were 
wrong,  it  would  at  once  detect  itself. 

"  Then  no  variation  can  take  place  in  the  actual  balance 
without  the  attention  of  the  court  being  at  once  called  to 
it  ? — None  can. 

"  And  is  the  name  of  each  individual  to  whom  these 
idvances  are  made  from  time  to  time  brought  under  the 
special  notice  of  the  court  of  directors  in  London  ? — Yes ; 
by  the  following  process.  The  branches  are  divided 
amongst  the  directors,  so  many  allotted  to  such  a  sub- 
committee, who  take  up  the  affairs  of  these  branches  each 
week  in  succession,  and  examine  all  the  bills  that  have 
been  discounted,  the  advances  that  have  been  made  of  anv 
description,  and  the  balance  of  each  man's  account,  whether 
in  his  favour  or  against  him." 


ii. 
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5. — The  Inspection  of  Brandies. 

"  Have  you  any  system  of  inspection  by  which  you  are 
enabled  from  time  to  time  to  verify  the  correctness  of  the 
proceedings  of  the  branches  ? — We  have.  Besides  having 
a  half-yearly  balance-sheet  made  out  with  all  the  details  of 
the  affairs  of  each  branch  at  the  time,  and  which  is  scrupu- 
lously examined  at  London,  there  is  an  inspector  (two  at 
present)  whose  duty  it  is  to  go  through  the  branches  and 
to  examine  personally  and  verify  every  voucher  and  every 
particular,  and  to  remain  at  the  branch  until  they  are  fully 
satisfied  that  all  is  right. 

"  Are  the  visits  of  your  inspectors  at  stated  and  known 
intervals,  or  is  any  branch  at  any  one  moment  liable  to  the 
visit  of  an  inspector,  and  to  an  immediate  examination  and 
verification  of  their  accounts  and  bills  and  balances  ? — 
Every  branch  is  so  liable  to  be  visited ;  there  is  no  previous 
intimation  given,  except  the  visit  be  for  some  particular 
purpose  which,  by  a  representation  from  the  branch,  calls 
on  the  inspector  to  go. 

"As  an  additional  security,  have  you  yourself,  or  any  of 
the  directors,  been  accustomed  to  visit  the  branches,  and 
to  report  thereon  ? — I  have  myself  every  year,  and  some- 
times oftener  than  once  a  year,  even  twice  or  three  times 
in  a  year,  gone  to  Ireland,  and  have  gone  through  the 
whole  branches,  in  fact,  more  than  once,  at  different 
times  ;  and  on  all  occasions  have  made  examinations  which 
appear  to  me  to  be  necessary;  and  besides  that,  the 
directors  have  in  person  repeatedly  visited  the  branches  ; 
deputations  of  the  London  directors,  I  mean,  have  so 
done." 
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6. — The  Declaration  of  a  Dividend. 

"  "Will  you  explain  to  the  committee  what  steps  YOU  take 
before  you  declare  a  dividend  ? — "We  have  regularly  a 
balance  every  half-year ;  the  dividend  has  only  been  de- 
clared once  a  year,  at  the  termination  of  the  year,  which  is 
in  March ;  our  year  ends  in  March.  Prior  to  that  period, 
each  manager  is  directed  to  send  up  a  special  report  of 
every  obligation  which  is  outstanding,  or  of  any  which  is 
doubtful,  describing  particularly  in  the  report  every  party 
to  such  obligation  ;  that  is  preparatory  to  going  further 
into  the  matter ;  then  when  the  balance  at  the  end  of  March 
is  completed,  a  complete  balance-sheet  of  every  branch  is 
made  up  and  sent  to  the  bank,  with  a  more  detailed  report. 
A  special  committee  of  the  directors  is  appointed  to  ex- 
amine those,  and  they  go  minutely  through  them,  and 
weigh  every  outstanding  debt,  and  strike  off  everything 
that  is  considered  to  be  irrecoverable ;  they  then  consider 
in  what  degree  the  reports  of  the  managers  represent  every 
other  outstanding  debt  to  be  recoverable,  either  in  full  or 
in  part ;  and  when  all  that  has  been  done,  they  add  gene- 
rally a  sum  to  cover  still  any  possible  omission,  and  it  is 
only  then  that  the  fair  profits  of  the  year  are  considered 
to  be  ascertained. 

"  Can  you  inform  the  committee  how  far  your  calcula- 
tions, your  annual  calculations  of  bad  and  doubtful  debts, 
have  or  have  not  been  below  or  above  the  mark  ? — In  many 
instances  our  allowances  have  exceeded  what  has  turned 
out  to  be  the  real  loss ;  for,  as  I  mentioned  before,  the 
directors,  in  order  to  be  more  secure,  have  been  in  the 
practice  of  making  an  additional  deduction  over  all  the 
deductions  made  by  the  officers  at  the  branches. 

"  Have  the  proprietors  any  power  under  your  deed  of 
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settlement  of  naming  any  auditors,  or  having  any  examina- 
tion of  those  accounts,  so  as  to  verify  their  fidelity  ? — We 
have  no  auditors,  but  there  is  a  provision  in  the  deed  of 
settlement  by  which  a  certain  number  of  proprietors  may 
call  for  a  further  investigation  of  the  accounts,  if  they  are 
dissatisfied." 


7. — The  Causes  of  its  Prosperity. 

"  Do  you  think  there  is  anything  peculiar  in  the  con- 
struction of  this  bank  which  has  insured  its  being  correctly 
and  well  managed  up  to  the  present  time,  or  that  it  has 
rather  arisen  from  the  '  happy  accident '  of  the  directors 
who  were  selected  having  been  honourable  and  correct  men 
of  business  ? — I  conceive  the  very  first  and  indispensable 
thing  was  an  exceedingly  respectable  board  of  directors 
formed  in  the  first  instance,  and  which  has  always  been 
maintained.  In  the  next  place,  that  the  system  of  ac- 
counting that  was  adopted,  and  the  check  on  the  operations 
of  the  different  branches,  which  has  not  been  departed 
from,  has  most  materially  contributed  to  that  good  result. 
In  the  next  place,  there  was  an  exceedingly  good  field  for 
banking  when  we  commenced,  for  Ireland  was  very  desti- 
tute of  good  banks  at  the  time,  the  Bank  of  Ireland  opera- 
tions having  been  confined  only  to  Dublin.  Therefore, 
from  all  those  concurring  circumstances,  I  conceive  the 
prosperity  of  the  bank  has  resulted." 

To  these  causes  we  may  add  one  more,  stated  in  the 
Report  delivered  by  the  directors  to  the  proprietors  in  the 
year  1836, — the  non-interference  of  the  shareholders  in  the 
distribution  of  the  profits  : — 

"  To  this  desirable  position  the  affairs  of  the  bank  have 
been  conducted,  as  the  directors  have  great  pleasure  in 
acknowledging,  by  the  uniform  support  and  continued  ap- 


PRACTICE   OF    BANKING.  277 

probation  of  the  proprietors,  who,  far  from  manifesting 
any  impatient  desire  to  participate  in  the  reserved  profits, 
have  always  relied  with  confidence  on  the  opinion  of  those 
by  whom  the  working  of  the  establishment  was  superin- 
tended, feeling  assured  that  whenever  such  participation 
was  clearly  expedient,  it  would  not  be  withheld." 

Laws  of  the  Currency  in  Ireland. — From  what  we  have 
already  said  of  the  laws  of  the  currency,  those  of  our 
readers  who  are  acquainted  with  Ireland  will  be  able  to 
judge  beforehand  of  the  revolutions  of  her  circulation. 
Being  purely  an  agricultural  country,  the  lowest  points 
will  of  course  be  in  August  or  September,  immediately  be- 
fore the  harvest,  and  the  commencement  of  the  cattle  and 
bacon  trade.  Then  it  rises  rapidly,  till  it  reaches  its 
highest  point  in  January,  and  then  gradually  declines.  As 
an  agricultural  country,  we  should  naturally  expect  that 
during  the  season  of  increase  the  circulation  would  expand 
most  in  the  rural  districts ;  and  so  we  find  that  the  circu- 
lation of  the  Bank  of  Ireland,  in  Dublin,  expands  very 
moderately — that  of  her  branches,  which  are  located  chiefly 
in  large  towns,  expands  more — while  the  circulation  of  the 
joint-stock  banks,  which  are  located  in  the  agricultural 
districts,  receives  the  largest  increase.  Again,  the  pur- 
chases and  sales  of  agricultural  produce  are  known  to  be 
in  small  amounts ;  and  hence  the  notes  of  the  smallest 
denomination  receive  the  largest  relative  increase.  The 
annual  changes  of  the  Irish  circulation  are  governed  chiefly 
by  the  produce  of  the  harvest,  and  the  prices  of  agricul 
tural  products.  These  are  the  laws  of  the  circulation  of 
Ireland. 

On  this  subject  I  may  quote  my  own  evidence  before 
the  Committee  on  Banks  of  Issue  : — 

"  I  have  told  the  Committee  that  I  was  formerly  manager 
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of  a  joint- stock  bank  of  issue  in  Ireland,  and  I  have  at- 
tempted to  discover  the  laws  which  regulate  the  circulation 
of  that  country,  by  ascertaining  the  highest  and  lowest 
amount  of  the  circulation  in  each  year.  This,  which  I  have 
in  my  hand,  is  a  table,  showing  the  circulation  of  the  Bank 
of  Ireland  (including  branches),  the  separate  circulation  of 
the  branches  alone,  and  the  circulation  of  the  Irish  joint- 
stock  and  private  banks,  on  the  last  Saturday  of  April, 
August,  and  December,  of  the  years  1834  to  1839.  It  will 
be  observed  that  those  periods  are  the  same  as  those  which 
I  have  referred  to  in  the  circulation  of  the  English  country 
banks.  The  law  of  circulation  appears  to  be  different,  but 
they  agree  pretty  nearly  in  this,  that  the  lowest  point  is 
the  latter  end  of  August ;  but  the  highest  point  in  Ireland 
is  generally  the  end  of  December  or  the  beginning  of 
January,  and  from  December,  or  the  beginning  of  January, 
it  declines  ;  so  that  the  country  circulation  of  England  is 
advancing  eight  months  and  declining  four ;  but  the  cir- 
culation of  Ireland  is  advancing  four  months  and  declining 
eight. 

"From  whence  is  this  table  compiled? — From  Ap- 
pendix, Nos.  32  and  33.  This  table  shows  that  the  circu- 
lation of  Dublin  does  not  vary  much  ;  it  shows  that  the 
circulation  of  the  branches  of  the  Bank  of  Ireland  varies 
more;  and  that  the  circulation  of  the  joint-stock  and 
private  banks  in  Ireland  varies  considerably  more. 
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A  TABLE,  showing  the  CIRCULATION  of  the  BASK  O/IBELAXD  (including 
Branches);  the  Circulation  of  the  Branches  alone;  and  the  Cir- 
culation of  the  Irish  Joint-stock  and  Private  Banks;  on  the  last 
Saturday  of  April,  August,  and  December,  of  the  Years  1834  to 
1839. 


I.—  BANK  OF  IRELAND  AND  BRANCHES. 

1834. 

1S35.            1836. 

1837. 

1833. 

1839. 

April     .     . 
August  .     . 
Dei-ember 

£ 
3,922,300 
3,452,300 
3,926,800 

£ 
3,798,600 

3,198,700 

£ 

3,614,100 
3,133,500 
3,451,100 

£ 

3,332.300 
2,921,600 
3,^65,700 

£ 

3,398,400 
3,055,800 
3,474,500 

£ 
3,536,400 
2,981,800 

3,192,200 

II.—  BRANCHES  OF  THE  BANK  OF  IRELAND. 

April     .     . 
August  .     . 
December 

{.  No  sepa 

rate  accoui 
this  time. 

it  kept  at 

-;  1,05X200 

(  1,342,300 

1,357,600 
1,257,600 
1,695,600 

1,572,000 
1,211.900 
1,464,000 

III.—  JOINT-STOCK  AND  PRIVATE  BANKS. 

April     .    . 
August  .     . 
December 

1,388,165 
1,1  40,654 
1,666,269 

1,517,6-13 
1,264,572 
1,959,542 

2,083,431 

1,928,900 

1.7*7,556 

1,7;  - 
1.4S 

2,2 

2,366,774 
1,881,906 
2,972,034 

2,588,377 

U983.ua 

2,629,205 

"  It  will  be  observed,  that  in  the  year  1836,  -with  regard 
to  the  joint-stock  banks,  there  was  a  departure  from  the 
law,  which  usually  increases  the  Irish  circulation  very 
rapidly  between  the  months  of  August  and  December ;  for 
in  1836  the  Agricultural  and  Commercial  Bank  of  Ireland 
stopped  payment ;  that  brought  on  a  run  for  gold  upon 
the  other  banks,  and  thus  the  circulation  of  those  banks 
became  reduced.  This  is  the  only  year  in  which  there 
is  not  a  very  considerable  increase  in  the  circulation  of 
the  joint-stock  banks  of  Ireland  between  August  and 
December. 

"  To  what  do  you  attribute  this  uniform  increase  of  the 
Irish  circulation  towards  December  ? — I  attribute  it  to  the 
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trade  in  corn,  and  bacon,  and  cattle,  which  commences  in 
the  months  of  September  and  October  in  every  year  ;  the 
produce  of  the  harvest  commences  to  be  brought  to  market 
in  September;  but  the  bacon  is  made  in  the  beginning  of 
October.  The  bacon  must  be  made  in  cold  weather,  and 
therefore  pigs  are  reared  so  as  to  be  fit  for  killing  by  the 
1st  of  October ;  and  in  the  beginning  of  October  the  pro- 
vision merchants  send  out  their  men  to  purchase  pigs  at 
the  different  markets,  and  they  get  notes  from  the  bank. 
The  cattle  trade  is  conducted  in  the  same  way  ;  men  go  to 
the  market  to  buy  pigs  and  cattle,  and  take  them  over  to 
Bristol  and  Liverpool,  but  chiefly  to  Bristol  from  the  part 
where  I  was.  Those  notes  are  chiefly  issued  in  three  ways. 
During  the  summer,  the  merchants,  having  their  capital 
unemployed,  lodged  it  as  deposits  in  the  bank;  then, 
when  the  season  for  trade  commenced,  they  drew  out  their 
deposits,  in  the  form  of  notes.  Afterwards,  they  brought 
us  bills  upon  their  factors  in  London,  and  our  notes  were 
issued  in  discounting  those  bills  which  they  had  drawn 
against  the  exportations  of  bacon  and  cattle.  The  dealers 
took  their  pigs  and  cattle  over  to  Bristol,  and  sold  them 
in  the  various  markets  and  fairs  in  the  west  of  England, 
and  received  the  notes  which  were  circulating  in  that  dis- 
trict, and  took  them  to  Mr.  Stuckey,  and  got  a  letter  of 
credit  upon  me,  payable  on  demand,  for  the  amount.  So 
that  our  notes  were  issued,  in  the  first  place,  by  the  with- 
drawal of  deposits ;  secondly,  for  the  discounting  of  bills 
on  London,  drawn  against  the  exports  which  were  made  ; 
and  thirdly,  for  the  payment  of  letters  of  credit  which  had 
been  obtained  by  the  parties  who  had  sold  Irish  cattle  in 
the  English  markets.  The  notes  were,  therefore,  drawn 
out  by  the  trade  of  the  country,  and  of  course  it  was  not  in 
our  power  to  withhold  issuing  those  notes,  unless  we  wished 
to  cramp  the  trade  of  the  country." 
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Laics  of  the  Currency  in  Ireland,  since  1845.' — In  the 
year  1845  an  Act  was  passed  for  the  regulation  of  bank 
notes  in  Ireland.  The  average  amount  of  notes  that  had 
been  in  circulation  during  the  year  ending  May  1,  1845 
(£6, 354,494),  was  made  the  fixed  or  authorized  issue. 
For  any  amount  beyond  its  authorized  issue,  each  bank 
was  required  to  hold  an  equal  sum  in  gold  or  silver  coin, 
the  silver  not  to  exceed  one-fourth  of  the  whole.  The  Act 
came  into  operation  on  the  6th  Dec.  1845,  and  from  that 
period  each  bank  has  made  returns  to  the  Government, 
stating  the  average  amount  of  notes  in  circulation  during 
the  preceding  four  weeks,  distinguishing  the  notes  under 
,£5  from  those  of  .£5  and  upwards,  and  stating  the 
amounts  of  gold  and  silver  coin  it  held  in  its  vaults. 
These  returns  are  made  by  all  the  banks  of  circulation  in 
Ireland.  These  are — the  Bank  of  Ireland,  the  Provincial 
Bank  of  Ireland,  the  National  Bank,  and  the  three  banks 
in  Belfast,  viz.,  the  Northern  Banking  Company,  the  Bel- 
fast Banking  Company,  and  the  Ulster  Banking  Company. 

We  possess  these  returns  for  every  four  weeks  from  Jan. 
1846  to  the  present  time.  By  adding  together  all  the  re- 
turns made  during  each  year,  and  then  dividing  by  thir- 
teen, we  obtain  of  course  the  average  amounts  in  circula- 
tion from  1846  to  the  year  1851,  inclusive.  I  have  also 
added  the  proportion  per  cent,  these  averages  bear  to  the 
certified  circulation  of  ,£6,354,494.  The  following  are  the 
average  amounts  of  circulation  : — 

0.      ,  ..  Proportion  to 

Average  Circulation.  Certified  Circulation. 

1846  .         .    J6  7,259,948         .         .       114-25 

1847  .        .       6,008,833        .        .        94-55 

1  This  article  is  an  abstract  of  a  paper  read  before  the  Statistical 
Section  of  the  British  Association,  at  their  meeting  held  at  Belfast  iu 
the  year  1S32. 
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Average  Circulation.          „         Ton,O. 

Certified  Circulation. 

1848  .  .  £4,828,992  .  .  76 

1849  .  .  4,310,283  .  .  67*83 

1850  .  .  4,512,444  .  .  71 

1851  .  .  4,462,909  .  .  70-25 

It  appears  that,  if  the  authorized  issue  be  represented 
by  the  number  100,  the  actual  circulation  for  the  six 
years,  1846  to  1851,  inclusive,  will  be  represented  by  the 
numbers  114,  94,  76,  67,  71,  70.  The  question  naturally 
occurs  to  us  —  What  is  the  cause  of  this  great  falling  off  in 
the  annual  circulation  since  the  passing  of  the  Act  of 
1845  ?  In  reply,  we  may  observe  that  the  annual  produc- 
tiveness of  the  harvest  would  affect  the  amount  of  notes 
in  circulation.  From  the  description  of  the  harvests  given 
in  the  annual  reports  of  the  Provincial  Bank  of  Ireland, 
we  learn  that  the  years  1846  and  1848  were  disastrous  in 
regard  to  the  produce  of  the  harvest  ;  and  we  consequently 
find,  as  we  should  naturally  expect,  a  falling  off  in  the 
following  years  in  the  circulation  of  bank  notes.  We  may 
also  observe,  that  a  bad  harvest  in  one  year  may,  by  the 
distress  it  produces,  cause  a  less  production  of  commodities 
in  several  following  years,  and  hence  there  may  be  a  less 
demand  for  bank  notes.  In  a  bad  harvest  the  farmer 
consumes  his  own  produce  instead  of  selling  it,  and  thus 
requires  not  the  use  of  notes.  If  his  potatoes  are  de- 
stroyed he  will  consume  his  grain.  The  distress  of  the 
farmer  also  diminishes  the  instruments  of  reproduction. 
If  he  has  no  potatoes  he  can  rear  no  pigs.  An  abundant 
crop  of  potatoes  produces  in  the  following  year  an  abun- 
dant crop  of  pigs,  but  a  famine  of  potatoes  will  be  followed 
by  a  famine  of  pigs  ;  and  hence  the  distress  of  one  year 
may  have  an  effect  upon  the  circulation  of  notes  in 
several  succeeding  years.  After  the  failure  of  the  potato 
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crop  in  1846,  the  exportation  of  swine  was  reduced  from 
480,827  in  1846,  to  106,407  in  1847.  The  potato  crop 
acjain  failed  in  1848.  The  number  of  swine  exported  in 

was  110,787  ;  in  1849  it  was  only  68,053. 
We  may  also  observe,  that  a  reduction  in  the  quantity 
of  commodities  produced  may  be  caused  by  a  reduction  in 
the  number  of  producers,  and  this  would  occasion  a  less 
demand  for  bank  notes.  It  appears,  from  the  Census  of 
1841  and  1851,  that,  between  these  two  periods,  the  popu- 
lation declined  1,659,330,  or  at  the  rate  of  20  per  cent.  ; 
and  calculations  have  been  made  to  show  that  the  whole 
of  this  decrease  had  taken  place  since  the  year  of  the 
famine,  1846.  Such  a  decrease,  from  whatever  cause, 
must  be  attended  with  a  decrease  in  the  commodities  pro- 
duced and  consumed  by  those  individuals,  and  will  conse- 
quently have  occasioned  a  less  demand  for  bank  notes  to 
pay  for  those  commodities.  If  the  lands  previously  occu- 
pied by  this  departed  population  remain  uncultivated, 
there  is  a  direct  decrease  in  the  agricultural  produce. 
Such  might  be  the  effect  where  the  occupants  died.  Emi- 
gration might  produce  an  additional  effect.  The  emigrants, 
before  their  departure,  would  change  all  their  bank  notes 
into  gold  to  take  with  them,  and  thus  would  occasion  a 
further  reduction  of  the  circulation.  This  decrease  of  the 
population  occurred  chiefly  among  those  who  had  but 
small  holdings  in  land.  Those  small  cultivators  are  com- 
pelled to  bring  their  produce  to  market  immediately  after 
the  harvest,  and  hence  the  circulation  rises  in  September 
and  October.  From  these  small  holdings,  too,  the  produce 
is  brought  to  market  in  small  quantities — "  each  man 
brings  his  sack  of  oats,  or  two  or  three  pigs,  to  market " 
— and  hence  the  circulation,  thus  occasioned,  must  consist 
chiefly  of  small  notes.  "We  may  further  observe,  that  the 
amount  of  notes  which  circulate  in  a  country  will  also  be 


284  THE   HISTORY,    PRINCIPLES,    AND 

affected  by  the  quantity  of  commodities  exported,  and  the 
quantity  imported.  The  season  in  which  there  is  the 
greatest  export  of  commodities  is  the  season  of  the  highest 
circulation.  But  importation  withdraws  the  notes  pre- 
viously in  circulation.  The  effect  of  diminished  exports 
and  increased  imports  is  referred  to  in  the  Eeports  of  the 
Provincial  Bank  of  Ireland,  every  year  from  1847  to  1851 ; 
and  Mr.  Murray  states,  in  his  evidence  before  the  Com- 
mittee on  Commercial  Distress,  that  not  only  was  the 
amount  of  notes  reduced,  but  also  that  of  silver. 

Thus  we  find  that  the  reduction  in  the  amount  of  notes 
in  circulation  in  Ireland  has  been  preceded  or  accom- 
panied by  a  reduction  in  the  amount  of  commodities  pro- 
duced, occasioned  by  a  reduced  productiveness  in  the  land 
actually  cultivated,  a  destruction  of  the  instruments  of  re- 
production by  the  distress  thus  occasioned,  a  reduction  in 
the  number  of  producers  by  deaths  and  emigration,  and 
the  exportation  of  an  increased  portion  of  its  capital  in 
exchange  for  food.  But  there  is  another  circumstance 
that  concurs  in  powerf ully'producing  the  same  effect — that 
is,  the  prices  at  which  the  commodities  brought  to  market 
are  sold. 

The  failure  of  the  crops  in  Ireland  led  the  late  Sir 
Eobert  Peel  to  introduce  "  An  Act  to  amend  the  Laws  re- 
lating to  the  Importation  of  Corn."  It  is  9  &  10  Viet, 
cap.  22,  and  was  passed  June  26,  1846.  A  large  reduction 
was  made  in  the  duty  immediately ;  and  it  was  enacted 
that,  after  the  1st  day  of  February,  1849,  the  duty  on 
wheat,  barley,  oats,  &c.,  should  be  only  Is.  per  quarter. 
And  in  consequence  of  the  increased  distress  in  Ireland, 
another  Act  was  passed,  in  January,  1847  (9  Yict.  cap.  1), 
to  suspend,  until  the  first  day  of  the  following  September, 
all  duties  on  the  importation  of  corn.  In  consequence  of 
these  Acts,  large  importations  took  place,  and  the  prices 
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gradually  declined.  I  have  no  means  of  ascertaining  the 
average  prices  of  grain  throughout  Ireland,  but  I  have 
obtained  from  a  London  corn-merchant  the  average  prices 
of  wheat,  barley,  and  oats,  for  each  year  from  1841  to  1851, 
and  taking  in  each  case  the  prices  of  the  year  1845  as  re- 
presented by  100,  I  have  calculated  the  variations  per 
cent,  in  the  subsequent  years.  On  comparing  the  years 
1845  and  1851,  we  find  that  the  circulation  has  declined 
35' 78  per  cent.,  the  price  of  wheat  has  declined  24  per 
cent.,  of  barley  21-85  per  cent.,  and  of  oats  1740  percent. 
If  we  compare  the  year  1841  with  1851,  the  decline  of  the 
circulation  will  only  be  at  the  rate  of  16*7  per  cent.,  while 
the  price  of  wheat  shows  a  decline  of  40  per  cent.,  of 
barley  25  per  cent.,  and  of  oats  17  per  cent. 

From  the  whole,  we  infer  that  the  difference  between 
the  amount  of  bank  notes  circulating  in  a  country  at  two 
distant  periods  cannot  be  regarded  as  any  correct  test  of 
the  condition  of  its  inhabitants  at  those  periods,  unless  we 
take  into  account  all  the  circumstances  by  which  that 
difference  is  attended — that  the  decline  of  the  circulation 
of  bank  notes  in  Ireland,  from  the  year  1845  to  1851,  is 
no  accurate  measure  of  the  distress  that  has  existed  in  the 
country,  as  other  causes  besides  distress  have  concurred  in 
producing  that  effect — that  in  comparing  the  circulation 
of  1845  and  1851,  we  are  making  a  comparison  unfavour- 
able to  the  country,  as  the  year  1845  was  a  year  remark- 
able for  the  high  amount  of  its  circulation — and  that  we 
should  indulge  in  no  gloomy  inferences  as  to  the  condition 
of  the  country  even  if  the  circulation  should  never  recover 
its  former  amount. 

Having  considered  the  changes  that  have  taken  place 
in  the  annual  amount  of  notes  that  have  circulated  in 
Ireland  since  the  passing  of  the  Act  of  1845,  I  shall  con- 
sider the  monthly  changes  in  the  amount  of  the  circulation. 
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Let  us  take  up  the  returns,  and  look  at  any  year  we 
please,  and  we  shall  find  that  all  the  months  vary  from 
•each  other.  Beginning  at  January,  the  amount  of  the 
circulation  usually  declines — slowly  at  first,  but  more 
rapidly  in  May,  June,  and  July,  until,  by  the  end  of 
August,  we  arrive  at  the  lowest  point.  Then,  in  Septem- 
ber,  it  begins  to  ascend,  and  goes  on  increasing  till  Janu- 
ary, and  then  again  declines  till  August.  Now,  let  us 
inquire  what  are  the  laws  which  regulate  these  monthly 
variations.  I  stated  that  the  annual  variations  were 
caused  by  variations  in  the  quantity  and  price  of  agricul- 
tural produce.  But,  as  no  notes  could  be  put  into  circula- 
tion until  this  produce  is  brought  to  market,  the  monthly 
circulation  must  depend  upon  the  quantity  of  produce 
brought  to  market  within  the  month.  Now,  it  has  been 
the  custom  in  Ireland  to  commence  bringing  the  produce 
to  market  immediately  after  the  harvest.  Hence  arises  the 
increase  of  the  notes  in  September,  and  their  further  in- 
crease in  the  following  months.  But  in  the  beginning  of 
the  year  the  landlords  collect  their  rents,  and  receive  from 
their  tenants  the  notes  for  which  this  produce  has  been 
sold ;  this  brings  the  notes  back  to  the  bank,  either  to  be 
placed  to  his  credit  (if  he  have  an  account  there),  or, 
otherwise,  in  exchange  for  a  letter  of  credit  on  Dublin,  or 
a  bill  on  London.  The  circuit  of  a  note,  then,  is  this  : — 
It  is  obtained  from  the  bank  by  a  corn-merchant,  who  pays 
it  to  a  farmer  for  his  corn,  which  he  ships  to  England.  The 
farmer  afterwards  pays  the  note  for  rent  to  his  landlord, 
who  brings  it  back  to  the  bank.  Every  month  the  bank  is 
issuing  and  retiring  notes  ;  but,  from  August  to  January, 
it  issues  more  than  it  retires,  and  hence  the  amount  of 
notes  in  circulation  increases ;  and  from  January  to  August 
it  retires  more  notes  than  it  issues,  and  hence  the  circula- 
tion falls. 
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We  may  notice  another  feature  suggested  to  us  by  these 
Public  Returns.  We  observe  that  a  portion  of  the  circu- 
lation consists  of  notes  of  .£5  and  upwards,  and  another 
portion  of  notes  under  £5  ;  and  it  may  be  useful  to  inquire 
if  these  two  classes  of  notes  are  subject  to  the  same  laws, 
and  whether  they  rise  and  fall  at  the  same  time  and  in 
exact  proportion  to  each  other.  Viewing  the  monthly  cir- 
culation, we  observe  that  the  small  notes,  like  the  large 
notes,  are  at  their  lowest  amount  about  the  mouth  of 
August,  and  at  their  highest  amount  about  January.  But 
we  observe,  also,  that  from  August  the  small  notes  increase 
more  rapidly  than  the  large  ones,  and  after  January  they 
decline  more  rapidly ;  so  that  in  every  year  the  proportion 
of  small  notes  in  circulation  is  greater  in  January  than  in 
August.  It  may  be  observed,  too,  that  the  circulation  of 
the  Belfast  banks  includes  a  much  larger  proportion  of 
small  notes  than  is  contained  in  the  circulation  of  the  other 
banks.  To  show  this,  it  will  be  sufficient  to  analyze  one 
of  these  returns.  Upon  the  total  circulation  of  all  the 
banks,  the  proportion  of  small  notes  on  the  7th  of  August, 
1852,  is  49'39  per  cent. ;  upon  that  of  the  Bank  of  Ireland, 
3473  per  cent. ;  the  Provincial  Bank,  58-82  per  cent.;  the 
National  Bank,  59'93  per  cent.;  and  the  Belfast  Banks, 
86'55  per  cent. 

I  have  one  feature  more  to  notice  in  these  returns — that 
is,  the  amount  of  gold  and  silver  kept  by  the  banks,  in 
order  to  meet  the  payment  of  their  notes.  For  several 
years  past  the  Act  of  1845  has  not  required  the  Irish  banks 
to  keep  any  amount  of  gold  or  silver,  for  they  have  always 
been  below  the  authorized  circulation  ;  but  another  Act, 
passed  in  the  year  1828,  through  the  influence  of  Mr. 
Spring  Eice — (Lord  Monteagle) — requires  that  all  notes 
should  be  payable  in  gold  on  demand  at  the  place  of  issue. 
The  gold  and  silver  kept  by  the  banks  have  only  been  to 
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the  amount  that  they  deemed  necessary  or  prudent  for  the 
purposes  of  business. 

We  observe  from  these  returns  that  the  annual  average 
amount  of  gold  and  silver  kept  by  all  the  banks  has  varied 
from  29  to  36  per  cent.  We  observe,  too,  that  in  the  years 
when  the  circulation  has  been  low,  the  amount  of  gold  and 
silver  has  been  higher  in  proportion  than  in  those  years 
wlien  the  circulation  has  been  high.  Taking  the  average 
of  years  from  1847  to  1851,  the  lowest  amount  of  gold,  in 
proportion  to  its  circulation,  has  been  kept  by  the  Bank 
of  Ireland.  The  proportion  varies  from  24  per  cent,  in 
1851,  to  30  per  cent,  in  1849.  The  highest  proportion  has 
been  kept  by  the  Provincial  Bank.  It  has  varied  from  38 
per  cent,  in  1851,  to  52  per  cent,  in  1849.  We  may  also 
state  that,  in  the  monthly  variations,  the  lower  the  cir- 
culation the  higher  the  proportionate  amount  of  gold  and 
silver.  This  arises,  it  may  be  presumed,  from  the  circum- 
stance that  the  banks  do  not  vary  the  amount  of  their  gold 
and  silver  with  every  variation  of  the  circulation.  The 
proportion  of  silver  to  gold  kept  by  all  the  banks,  has 
varied  from  20  to  33  per  cent.,  but  the  proportion  varies 
very  much  with  different  banks. 

The  amount  of  gold  necessary  to  be  kept  against  any 
given  amount  of  notes  in  circulation  is  purely  a  question 
of  management,  and  depends  upon  a  variety  of  circum- 
stances. The  degree  of  public  confidence  the  bank  may 
have  acquired,  the  excitable  character  of  the  population, 
the  state  of  commercial  credit,  the  facility  of  obtaining 
supplies,  and  the  rapidity  of  communication  with  its 
branches,  are  all  to  be  taken  into  calculation  by  a  prudent 
banker.  Gold  can  now  be  so  readily  obtained  from  Eng- 
land by  means  of  steamboats,  and  distributed  throughout 
Ireland  by  means  of  railways,  that  so  large  an  amount 
may  not  be  so  necessary  as  formerly.  The  railways  and 
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the  electric  telegraph  are  useful  to  bankers,  and  present  a 
striking  instance  of  the  utility  of  scientific  discoveries  to 
men  of  business. 

Abolition  of  Small  Notes. — The  following  is  the  report  of 
the  Select  Committee  of  the  House  of  Commons,  made  in 
1826,  respecting  the  abolition  in  Ireland  of  notes  under 
.£5:— 

•'  With  respect  to  the  circulation  of  Ireland,  the  in- 
quiries of  your  Committee  have  been  less  extensive  than 
those  which  they  have  instituted  with  respect  to  Scot- 
land. 

"  The  first  law  in  Ireland  which  restrained  the  negotia- 
tion of  promissory  notes,  was  an  Act  passed  in  the  Irish 
Parliament  in  the  year  1799. 

"  The  preamble  recites  that  various  notes,  bills  of  ex- 
change, and  drafts  for  money,  have  been  for  some  time  past 
circulated  in  lieu  of  cash,  to  the  great  prejudice  of  trade 
and  public  credit ;  and  that  many  of  such  notes  are  made 
payable  under  certain  terms,  with  which  the  poorer  classes 
of  manufacturers  and  others  cannot  comply,  unless  by  sub- 
mitting to  great  extortion  and  abuse.  It  adds,  that  the 
issue  of  such  notes  has  very  much  tended  to  increase  the 
pernicious  crime  of  forgery  ;  and  the  Act  proceeds  to  apply 
to  notes  between  the  value  of  <£5  and  20e.  similar  restric- 
tions to  those  which  had  been  applied  to  such  notes  issued 
in  England  by  the  Act  which  passed  in  the  year  1777.  It 
permits,  however,  during  the  suspension  of  cash  payments 
by  the  Bank  of  Ireland,  the  issue  of  bank-post  bills,  bills 
of  exchange,  and  drafts  under  certain  regulations,  for  any 
sums  not  less  than  three  guineas.  This  Act  did  not  extend 
to  the  Bank  of  Ireland. 

"  In  3805,  this  and  some  other  Acts  which  had  passed 
in  the  interim  relating  to  the  issue  of  small  notes,  were 
repealed  ;  and  notes  under  20s.,  which  had  been  previously 

II.  U 
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admitted  under  certain  regulations  by  the  Act  of  1799, 
were  declared  void. 

"  There  is  at  present  no  law  in  force  imposing  any 
limitation  to  the  period  for  which  notes  for  a  sum  not  less 
than  20s.  may  be  issued  in  Ireland. 

"  A  tolerably  correct  estimate  of  the  amount  of  promis- 
sory notes,  above  and  below  .£5,  circulating  in  Ireland, 
may  be  formed  from  the  subjoined  returns  made  by  the 
Bank  of  Ireland,  and  by  other  banks  at  present  established 
in  that  country. 

"  Bank  of  Ireland  notes. — An  account  of  the  average 
amount  of  the  Bank  of  Ireland  notes  of  <£5  and  upwards 
(including  bank-post  bills)  for  the  years  1820, 1821,  1822, 
1823,  1824,  and  1825  :— 

Irish  currency. 
£  5.      d. 

"  Notes  and  post-bills  of  .£5  and  up- 
wards         3,646,660  19     6 

"  An  account  of  the  average  amount  of  the  Bank  of 
Ireland  notes  under  the  value  of  ,£5  (including  bank-post 
bills)  for  the  years  1820,  1821,  1822,  1823,  1824,  and 
1825  :— 

Irish  currency. 
£  s.      "d. 

"  Notes  and  post-bills  under  the  value 
of  £5 1,643,828    0    5 

"  It  appears  from  the  evidence  that  a  practice  prevails 
in  Ireland  of  issuing  notes  for  the  payment  of  sums  be- 
tween one  and  two  pounds,  for  three  guineas,  and  other 
fractional  sums. 

"  Your  Committee  see  no  public  advantage  arising  out 
of  this  practice,  and  they  are  of  opinion  that  it  ought  to 
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be  discontinued,  as  it  tends  to  dispense  with  the  silver 
coin,  and  practically  to  exclude  it  from  circulation.1 

"  Your  Committee  hesitate,  in  the  present  imperfect 
state  of  their  information,  to  pronounce  a  decisive  opinion 
upon  the  general  measures  "which  it  may  be  fitting  to 
adopt  with  respect  to  the  paper  currency  of  Ireland. 

"  Although  they  are  inclined  to  think  that  it  would  not 
be  advisable  to  take  any  immediate  step  for  the  purpose 
of  preventing  the  issue  of  small  notes  in  Ireland,  their 
impression  undoubtedly  is,  that  a  metallic  currency  ought 
ultimately  to  be  the  basis  of  the  circulation  in  that 
country. 

"  It  will  probably  be  deemed  advisable  to  fix  a  definite, 
though  not  an  early  period,  at  which  the  circulation  in 
Ireland  of  all  notes  below  £5  shall  cease ;  and  it  is  de- 
serving of  consideration,  whether  measures  might  not  be 
adopted  in  the  interim  for  the  purpose  of  insuring  such  a 
final  result  by  gradual,  though  cautious,  advances  towards 
it." 

The  following  is  a  summary  of  the  evidence  given  before 
the  Committees  of  the  two  Houses  of  Parliament,  as  to  the 
effect  of  abolishing  the  small  note  circulation  in  Ireland : — 

1.  Small  currency  is  necessary  to  carry  on  the  commer- 
cial transactions  of  the  country. 

JOHN  ACHESOX  SMYTH,  Esq.,  Agent  for  the  Belfast  Bank 
at  Londonderry. 

"  In  Lancashire,  I  believe  all  the  raw  materials  are 
bought  in  large  parcels,  and  by  bills.  In  Ireland,  the  raw 
material  is  all  bought  in  small  parcels,  and  all  in  small 
notes.  In  Lancashire,  there  is  only  cash  wanted  to  pay 

1  The  Act  8  &  9  Viet.  c.  37  (1845)  prohibits  under  penalties  the  issue 
»f  notes  for  fractional  parts  of  a  pound. 
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the  workmen,  but  we  want  it  both  to  pay  the  workmen  and 
to  buy  the  raw  material.  The  provision  and  grain  that  we 
send  to  England  are  also  bought  in  small  notes,  and  we  are 
reimbursed  by  drawing  bills  for  our  shipments."  l 

PIERCE  MAHONY,  Esq.,  Solicitor  to  the  Provincial 
Bank  of  Ireland. 

"  If  the  banks  were  prevented  issuing  notes  under  the 
amount  of  £5,  would  any  inconveniences  arise  in  conduct- 
ing the  trade  of  the  south  of  Ireland  ? — The  trade  of  Ire- 
land generally,  and  especially  in  the  south  of  Ireland, 
would  be  greatly  inconvenienced,  and  the  growth  of  manu- 
factures would  be  decidedly  checked,  if  not  destroyed,  by 
such  a  measure.  From  the  great  subdivision  of  land  in 
Ireland,  and  particularly  in  the  south  and  west  (where 
the  population  is  almost  exclusively  agricultural),  the 
produce  is  disposed  of  in  small  portions,  scarcely  ever  re- 
presenting £5,  and  almost  universally  under  that  amount. 
I  am  of  opinion  that  the  withdrawal  of  all  notes  under 
that  amount  would  have  the  effect  of  curtailing  the  ac- 
commodation the  banks  now  afford  to  the  public  to  a 
ruinous  extent,  and  that  the  trade  of  the  country  under 
such  circumstances  would  not  afford  profitable  employ- 
ment for  banking  capital  to  any  extent ;  and,  therefore,  I 
should  anticipate  the  withdrawal  of  such  establishments, 
except,  perhaps,  at  Cork  and  Belfast.  In  the  south  and 
west  of  Ireland,  from  the  nature  of  the  provision  and 
corn  trade,  the  chief  demand  for  notes  or  for  gold  com- 
mences in  October,  and  continues  until  March,  when  that 
trade  is  nearly  over  for  the  season.  From  March  until 
October  the  butter  trade  is  almost  the  only  one  in  the 
south  and  west  of  Ireland ;  and  as  that  trade  would  not 
employ  all  the  capital  that  is  required  in  the  winter  sea- 
1  Commons'  Report,  p.  77. 
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son,  the  effect  would  be,  if  sovereigns  were  substituted  for 
small  notes,  that  the  extra  supply  required  for  the  corn, 
beef,  and  pork  trade,  must  remain  idle  in  the  banker's 
chest,  or  be  remitted  at  great  risk  and  expense  for  em- 
ployment elsewhere  during  the  summer  and  autumn. 

Do  you  think,  if  a  metallic  circulation  were  adopted, 
that  there  would  be  a  difficulty  in  maintaining  that  me- 
tallic circulation  ? — I  do  ;  because  the  trade  in  the  south 
and  west  of  Ireland  is  periodical ;  the  remittances  from 
those  districts  of  Ireland  would  force  the  gold  away  at 
certain  periods,  and  it  must  be  returned  at  others,  with 
considerable  expense,  to  meet  the  trade  of  the  country."  1 

2.  A  gold  currency  would  be  more  inconvenient  than 
notes,  and  would  not  be  so  well  liked  by  the  people. 

LEONARD  DOBBIN,  Esq.,2  Agent  for  the  Northern  Banking 
Company  of  Belfast,  at  Armagh. 

"  Do  the  people  of  the  north  of  Ireland  manifest  any 
wish  for  gold  in  preference  to  notes,  or  for  notes  in  prefe- 
rence to  gold? — They  decidedly  prefer  notes,  and  the 
weavers  have  refused  to  carry  gold  out  of  the  market 
lately. 

"  Can  you  assign  any  reason  for  this  preference  ? — 
There  are  nianv  reasons  that  I  could  assign.  The  bank 

•  O 

notes  are  now  the  established  currency  ;  the  people  are 
perfectly  acquainted  with  them.  If  a  man  should  lose 
notes,  or  a  house  be  robbed,  or  if  there  is  a  forgery,  it 
would  be  much  better  for  them  to  trace  notes  than  it 
would  gold.  I  have  often  assisted  poor  people  in  tracing 
notes  that  were  robbed,  and  forged  notes,  whereas  the  gold 
could  not  be  traced  so  readily.  Another  reason  I  would 

1  Commons'  Report,  pp.  250,  251. 

*  This  gentleman  was  afterwards  agent  for  the  Bank  of  Ireland  at 
Armagh,  and  M.P.  for  that  place. 
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give  is  this,  guineas  became  light,  and  were  troublesome 
to  the  people.  When  standing  beam  there  was  Is.  charged, 
and  when  lighter  than  standing  beam  2s.  6d. ;  and  when 
gold  was  scarce,  and  bank  notes  not  a  legal  tender,  the 
land  agents  refusing  to  take  anything  but  gold,  the 
tenants  were  obliged  to  pay  from  Is.  to  4s.  on  a  guinea, 
discount.  Some  agents  would  only  take  gold."  1 

J.  A.  SMYTH,  Esq.,  Linen  Merchant,  and  Agent  for  the 
Belfast  Sank  at  Londonderry. 

"  I  am  in  the  habit  of  employing  my  linen  buyers  to  go 
to  the  country  markets,  and  I  must  supply  them  with  the 
week's  money  before  they  start,  perhaps  five  hundred  or  a 
thousand  pounds.  They  have  to  go  through  the  interior 
of  the  country,  and  do  not  return  for  a  week.  They  make 
their  purchases  all  in  small  quantities,  and  it  is  more  con- 
venient for  them  to  carry  notes  than  gold." 2 

ARTHUR  GUINNESS,  Esq.,  Director  of  the  Bank  of 
Ireland. 

"  I  conceive,  that  with  the  persons  who  handle  the  cir- 
culation of  the  country,  there  is  a  decided  preference  in 
favour  of  small  notes  over  cash  in  every  respect.  I  speak 
fiom  mine  own  experience  ;  for  I  remember  perfectly  well, 
before  the  restrictions  upon  cash  payments,  when  gold 
was  a  great  inconvenience  in  trade.  I  speak  of  those  who 
handle  the  currency  of  the  country,  among  whom  I  think 
the  preference  is  in  favour  of  the  small  notes,  as  more 
convenient,  more  portable,  and  less  liable  to  counter- 
feit. I  conceive  these  to  form  the  general  grounds  of 
preference."  3 

1  Commons'  Report,  p.  243.  *  Lords'  Report,  p.  7. 

3  Commons'  Report,  p.  237. 
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3.  The  profits  of  the  banking  establishments  would  be 
so  much  diminished,  that  they  could  not  extend  the 
same  accommodation  to  the  agricultural  and  commercial 
classes. 


W.  P.  LUNNEL,  'Esq.,  Director  of  the  Bank  of  Ireland. 

"  If  the  notes  under  .£5  were  prohibited,  would  the 
profits  of  the  Bank  of  Ireland  be  materially  affected  by 
such  prohibition  ? — I  should  expect  that  they  would  suffer: 
thev  must  sacrifice  a  certain  profit. 

"  Have  you  considered  to  what  extent  the  profits  of 
other  bankers  would  be  affected  ? — I  should  expect  that 
the  principal  circulation  of  the  country  bankers  is  in 
small  notes,  and  therefore  in  that  proportion  they  would 
suffer."  * 

JOHN  HOLMES  HOUSTON,  Esq.,  Banker  at  Belfast. 

"  If  all  the  notes  under  £5  were  prohibited  to  be  issued, 
would  it  be  worth  while,  in  your  opinion,  to  keep  the  esta- 
blishment of  a  bank  at  Belfast? — I  do  not  think  it  would, 
except  by  carrying  it  on  in  the  same  manner  as  it  formerly 
was — to  keep  a  discount  office,  charging  a  commission  on 
discounting  bills,  because  £5  notes  would  not  circulate. 
Then  our  circulation  would  be  so  trifling  it  would  not 
answer."  2 

H.  A.  DOUGLAS,  Esq.,  Director  of  the  Provincial 
Bank  of  Ireland. 

"  I  consider  the  cash  account  system  and  the  one-pound 
circulation  so  connected,  that  if  the  notes  are  withdrawn, 
it  is  understood  that  our  establishment  will  not  grant  any 

1  Lords'  Keport,  p.  10S.  2  Ibid.  p.  35. 
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further  cash-credits.  The  business  which  we  carry  on, 
even  if  we  charged  a  higher  rate  of  interest,  or  a  commis- 
sion, would  not  be  of  sufficient  magnitude  to  repay  us  for 
the  expense  of  our  establishment,  independent  of  our 
notes.  If  the  issue  of  small  notes  be  withdrawn,  then  we 
cannot  afford  to  allow  interest  on  deposits."  l 

4.  The  abolition  of  small  notes  would  prevent  the 
investment  of  British  capital  in  the  present  banking  esta- 
blishments. 

T.  S.  EICE,  Esq.,  M.P.  (LORD  MONTEAGLE),  Director 
of  the  Provincial  Bank  of  Ireland. 

"Is  it  your  opinion,  that  if  all  notes  under  <£5  were 
abolished,  a  considerable  inconvenience  would  arise  in  the 
ordinary  traffic  in  Ireland  ? — I  conceive  that  it  would.  I 
conceive  that  the  first  effect  of  the  extinction  of  all  notes 
below  £5  would  be  a  much  more  considerable  diminution 
of  the  general  mass  of  the  circulating  medium  in  Ireland 
than  in  England. 

"  I  fear  extremely  that  if  anything  were  to  occur  which 
materially  diminished  the  profits  of  our  establishment,  it 
would  have  the  effect  of  depriving  us  of  one  of  the  chief 
benefits  of  the  establishment,  namely,  the  support  and 
control  of  British  capitalists,  and  conducting  the  bank  by 
British  merchants,  and  upon  British  commercial  principles. 
I  conceive  a  rate  of  profit,  rather  higher  than  the  average 
rate  of  profits,  is  essential  to  induce  persons  so  circum- 
stanced to  engage  in  such  a  business,  more  particularly 
when  it  is  considered  that  there  is  no  limitation  of  respon- 
sibility by  the  grant  of  charters."  2 

5.  The  gold  currency  would  be  sent  out  of  the  country, 
whenever  it  bore  a  premium  in  England. 

1  Lords'  Report,  pp.  24,  26,  2".  2  Ibid.  pp.  47,  51. 
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HENRY  H.  HUNT,  Esq.,  Local  Director  of  the  Provincial 
Bank  of  Ireland  at  Waterford. 

';  What  do  you  think  -would  be  the  consequence  of  a 
law  which  prohibited  the  issue  of  notes  below  ,£5,  both  by 
the  Bank  of  Ireland  and  by  any  other  banking  establish- 
ment in  Ireland? — I  should  think  it  -would  be  very 
hazardous  indeed :  I  should  very  much  apprehend  that 
the  gold  circulation  -would  at  times  be  withdrawn  in  a 
very  great  degree  from  the  country,  -whenever  gold  WLIS 
•wanted  in  London  ;  for  instance,  A  SMALL  PREMIUM:  UPON 

A  SOVEREIGN    WOULD    INDUCE    A   VAST  QUANTITY    OF   THEM 
TO  BE  BROUGHT  OUT  OF  IRELAND. 

"  Have  you  ever  known  instances  of  quantities  of  gold 
being  brought  over  from  Ireland  to  this  country,  and 
persons  making  a  regular  traffic  of  it  ? — I  have."  l 

6.  The  proposed  measure  would  cause  general  distress, 
and  prevent  the  progress  of  enterprise. 

JOHN  KOBINSON  PIM,  Esq.,  General  Merchant  in  Dublin. 

"  The  very  idea  of  curtailing  the  currency  under  <£'o 
would  have  a  tendency  to  discourage  all  adventure  in 
Ireland  at  present.  I  should  not,  for  one,  be  careful  of 
placing  money  in  any  kind  of  machinery  till  the  effect  was 
tried,  I  fancy  it  would  reduce  property  very  much  in 
that  country, — and  sometimes  fancies  are  almost  as  bad  as 
reality."  2 

Eobert  Murray,  Esq.,  the  chief  officer  of  the  Provincial 
Bank  of  Ireland,  was  examined  as  to  the  establishment  of 
one  Bank  of  Issue  throughout  Ireland.  The  following  is 
his  reply  : — 

"  It  would  produce  an  entire  revolution  in  the  monetarv 

1  Commons'  Report,  pp.  73,  74.  *  Lords'  Report,  p.  19. 
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affairs  of  Ireland.  The  committee  will  already  have 
gathered,  from  the  questions  I  have  previously  answered, 
that  the  produce  is  brought  to  market  in  very  small 
quantities,  and  by  a  very  large  number,  I  had  almost 
said  an  innumerable  class,  of  farmers  ;  each  man  brings 
his  sack  of  oats,  and  two  or  three  pigs  to  market.  It 
would  be  almost  impossible,  in  such  a  state  of  things, 
to  regulate  by  one  bank  of  issue  the  monetary  affairs  of 
Ireland,  or  to  adapt  it  to  its  purposes  as  it  is  now 
situated." 

It  may  be  useful  to  trace  the  effects  of  the  Act  of  1845 
(8  &  9  Viet.  c.  37)  upon  the  state  of  banking  in  Ireland, 
as  compared  with  the  effects  of  similar  enactments  in 
Scotland  and  England. 

1.  The  limitation  of  issue  in  Ireland,  as  in  Scotland,  is 
not  absolute.  The  banks  may  issue  beyond  this  limit,  if 
they  retain  an  amount  of  gold  and  silver  equal  to  this 
excess.  In  England  the  prohibition  is  absolute.  The 
probable  effect  will  be  that  these  enactments  will  not  lead 
to  any  permanent  decrease  of  the  circulation  in  Ireland 
or  Scotland.  The  banks  will  merely  import  more  gold 
when  the  circulation  increases.  In  England  it  seems 
probable  that  the  circulation  will  permanently  decrease. 
Means  will  be  employed  to  conduct  banking  operations  with 
fewer  notes,  and  these  means  will  operate  at  all  times — 
when  the  circulation  is  low,  as  well  as  when  it  is  high. 

The  provision  of  the  Act  of  1845,  which  requires  the 
banks  of  Scotland  and  of  Ireland  to  keep  an  amount  of 
gold  equal  to  the  notes  in  circulation  beyond  the  fixed 
limits,  tends,  as  we  have  observed,  to  restrict  the  granting 
of  cash-credits  in  Scotland.  We  doubt  if  it  will  have  an 
equal  effect  in  Ireland,  simply  because  the  cash-credits 
exist  to  only  a  limited  extent.  The  Provincial  Bank 
introduced  the  system  in  1825,  and  no  system  could  be 
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better  adapted  to  the  state  of  the  country.  It  would 
doubtless  have  greatly  improved  the  condition  and  the 
habits  of  the  people;  but  the  iniquitous  runs  for  gold 
which,  at  the  suggestion  of  reckless  politicians,  took  place 
in  1828,  1830,  1831,  and  1833,  compelled  the  banks  to 
restrict  their  operations.  Had  the  banks  remained  with- 
out molestation,  the  whole  of  the  agricultural  districts  of 
Ireland  would  probably  by  this  time  have  had  the  benefits 
of  this  system,  with  the  same  beneficial  results  which  have 
been  realized  in  Scotland. 

2.  In  Ireland  these  measures  will  not  tend  to  produce 
so  great  an  increase  of  gold  as  in  Scotland.     In  Scotland 
the  banks,  previous  to  the  passing  of  the  Act,  kept  but  a 
small  amount  of  gold.     But  in  Ireland  the  banks,  from 
their  liabilities  to  runs,  have  always  kept  large  deposits  of 
gold.     The  amounts  required  by  the  Act  are  not  larger 
than  those  formerly  kept  in  their  vaults.      It   appears 
from  the  returns,  that  the  Bank  of  Ireland  has  recently 
kept  a  smaller  amount  than  before  the  passing  of  the  Act. 
Hence  their  means  of  affording  accommodation  are  not 
diminished ;  and  as  they  sustain  no  loss,  they  have  no 
reason  for  increasing  their  charges.     The  Bank  of  Ireland 
and  joint-stock  banks,  as  a  rule,  allow  interest  only  on 
deposit  receipts.      The  reason   assigned  by  the   Scotch 
banks  for  allowing  interest  on  current  accounts  was,  that 
the  operations  on  these  accounts  maintained  in  circulation 
a  large  amount  of  their  notes.     This  will  be  no  advantage 
if  the  bank  must  retain  an  amount  of  gold  equal  to  this 
increase  of  notes  in  circulation. 

3.  The  prohibition  of  new  banks  of  issue  has  operated 
variously  in  the  three  countries.     In  Ireland  it  was  bene- 
ficial ;  in  Stotland  it  has  been  harmless ;  and  in  England 
it  is  injurious.     The  Agricultural  Bank  of  Ireland  caused 
considerable  mischief.     To  prevent  the  recurrence  of  such 
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evils,  the  most  effectual  way  was  to  prohibit  the  formation 
of  new  banks  of  issue.  Hereafter  this  restriction  may 
become  oppressive.  Cork,  and  Limerick,  and  Waterford 
may  become  sufficiently  wealthy  to  supply  a  banking 
capital,  and  may  wish  to  form  local  banks.  The  local 
banks  at  Belfast  have  conferred  great  benefits  on  the 
north  of  Ireland.  In  Scotland  the  banks  are  sufficiently 
numerous  ;  and,  as  they  are  allowed  to  unite,  the  autho- 
rized issue  of  notes  is  never  likely  to  be  less  than  it  is. 
And  although  restrictions  on  banks  are  unsound  in  prin- 
ciple, they  may  not  at  present  do  any  harm  in  Scotland. 
In  England  the  restriction  is  injurious.  Had  we  an 
unlimited  power  of  forming  new  banks,  many  of  those 
firms  that  now  consist  of  not  more  than  six  partners 
would  be  merged  in  larger  establishments.  The  number 
of  banks  would  be  less — the  amount  of  their  issues  would 
probably  be  less — but  they  would  attract  a  higher  degree 
of  public  confidence,  and  their  character  and  continuance 
would  not  be  dependent  upon  the  lives  of  individual 
partners. 

4.  Unions  of  banks  in  either  Ireland  or  Scotland  are 
not  very  likely,  nor  perhaps  desirable.     The  banks  are 
large,  have  a  respectable  capital,  and  enjoy  the   public 
confidence.     In  England,  many  banks  are  small,  and  have 
small  capitals.      Union   among  them   would    be   highly 
beneficial.     Yet  such  is  the  waywardness  of  legislation, 
that  the  Acts  of  1844  and  1845  give  facilities  to  unions  in 
Ireland  and  Scotland,  and  restrict  them  in  England.     In 
Ireland  and  Scotland  two  banks  of  issue  may  unite,  and 
the  united  bank  have  the  united  circulation.    In  England, 
if  two  banks  of  issue,  either  of  which  has  more  than  six 
partners,  should  unite,  the  circulation  of  one  or  both  of 
these  banks  would  be  lost. 

5.  The  Act  passed  in  1844,  for  the  regulation  of  joint- 
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stock  banks  in  England,1  \vas  extended  in  1846  to  Scotland 
and  Ireland,  with  the  omission  of  the  clause  that  rendered 
the  banks  subject  to  the  laws  of  bankruptcy.  By  a  clause 
iu  these  Acts,  any  bank  for  the  formation  of  which  pro- 
iings  had  been  taken  before  the  6th  May,  and  which 
was  actually  in  business  on  the  4th  of  July,  must  at  the 
end  of  a  year  after  the  passing  of  the  Act  either  retire 
from  business  or  take  a  charter.  The  Preston  Banking- 
Company  was  in  this  case,  and  accordingly  became  a 
chartered  bank.  Out  of  London  this  is  the  only  bank 
that  has  a  charter  under  the  Act  in  England. 

It  was  a  special  provision  of  this  Act  (Joint-Stock  Banks 
Regulation  Act)  that  no  new  joint-stock  bank  can  be 
formed  of  a  less  nominal  capital  than  £'100,000,  and  half 
the  capital  must  be  paid  up  before  the  commencement  of 
business ;  that  the  assets  and  liabilities  of  the  company 
must  be  published  once  at  least  in  every  month  ;  and  that 
at  least  one-fourth  of  the  directors  shall  retire  yearly,  and 
shall  not  be  eligible  for  re-election  for  at  least  twelve 
calendar  months. 

That  provision  of  the  Act  which  requires  one-fourth  of 
the  directors  to  retire  annually,  and  which  declares  them 
ineligible  for  election  for  one  year,  has  been  the  subject 
uf  much  discussion.  The  object  of  the  Legislature  appears 
to  have  been  to  prevent  those  evils  which,  in  public 
companies  of  every  kind,  occasionally  arise  from  the 
undue  ascendency  of  individual  directors.  Practically,  it 
may  be  injurious  or  advantageous  to  a  bank,  according  to 
circumstances.  On  the  one  hand,  it  may  deprive  a  bank 
of  the  services  of  its  most  useful  directors  for  one  year. 

1  This  Act,  as  regards  the  three  kingdoms,  was  repealed  by  Act  25  & 
26  Viet.  c.  89,  §  205.  The  Act  alluded  to  in  the  text  was  7  &  8  Viet, 
c.  113,  while  what  is  usually  called  "  The  Bank  Act  of  1844  ~  ^the  object 
of  which  was  simply  to  regulate  the  issues)  was  cap.  32. 
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And  on  their  return,  they  may  be  less  useful  than  hereto- 
fore, from  being  less  acquainted  with  the  transactions  that 
have  taken  place  during  their  absence.  In  small  country 
banks  it  might  not  be  easy  to  find  other  parties  to  take 
the  places  of  the  directors  who  had  thus  retired.  On  the 
other  hand,  it  has  been  contended  that  the  number  of  the 
directors,  and  consequently  their  influence,  would  thus  be 
virtually  increased — that,  while  on  some  occasions  the 
most  clever  directors  would  be  compelled  to  retire,  at 
other  times  the  least  clever  would  retire,  and  their  places 
might  be  better  supplied — that  the  retirement  of  even  the 
most  clever  might  call  forth  the  energies  of  the  others, 
and  thus  the  talents  of  the  whole  might  be  improved — 
that  the  plan  tends  to  prevent  the  undue  ascendency  of 
any  individual  director,  or  of  any  knots  or  parties  of 
directors,  for  any  length  of  time — and  that  it  is  a  con- 
venient means  of  getting  rid  of  an  inefficient,  injurious, 
or  disagreeable  director :  for,  when  he  is  once  out,  it 
would  be  easy  for  the  board,  if  so  disposed,  to  prevent  his 
re-election.  By  the  charter  of  the  Bank  of  Ireland,  fifteen 
directors  are  chosen  annually,  and  not  above  two-thirds 
of  the  directors  of  the  preceding  year  can  be  re-elected. 

6.  There  is  another  difference  between  Scotland  and 
Ireland  with  reference  to  banking  operations,  though  it 
does  not  arise  from  the  above-mentioned  Act.  At  the  time 
of  the  union  between  England  and  Ireland,  Ireland  had 
her  debts  as  well  as  England.  And  although  England 
became  liable  for  these  debts,  the  dividends  continued  to 
be  paid,  and  the  transfers  made  in  Dublin.  Hence  Go- 
vernment stock  is  bought  and  sold  there  in  the  same  way 
as  in  London.  Besides  this,  any  party  may  purchase 
stock  in  Ireland,  and  have  it  transferred  to  England,  or 
the  reverse.  The  plan  is  this  : — Any  person  holding  stock 
may  go  to  the  Bank  of  England,  either  personally  or  by 
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power  of  attorney,  and  get  a  ticket  that  will  authorize  him 
to  hare  the  same  amount  of  stock  put  in  to  his  name  in 
Ireland.  The  stock  in  England  is  then  transferred  to  the 
Commissioners  for  the  Eeduction  of  the  National  Debt. 
He  may  go  to  the  Bank  of  Ireland  in  Dublin  and  reverse 
the  operation.  Several  Acts  of  Parliament  have  been 
passed  with  reference  to  this  subject.  The  last  is  the 
25th  Yict.  c.  7,  passed  in  the  year  1862.  When  there  is 
a  great  difference  in  the  price  of  stocks  in  the  two  coun- 
tries, operations  of  this  kind  may  be  very  profitable. 

This  power  of  transferring  Government  stock  from  one 
country  to  the  other  has  a  tendency  to  equalize  the  price 
in  both  countries.  It  also  serves  the  purpose  of  a  medium 
of  exchange.  A  transmission  of  stock  has  the  same  effect 
in  rectifying  the  exchanges  as  a  transmission  of  gold. 
And  doubtless  the  exchanges  between  England  and 
foreign  countries  might,  to  a  great  degree,  be  adjusted  in 
the  same  manner. 

There  is  a  Stock  Exchange  in  Dublin  similar  to  that  of 
London,  establishedforthepurchaseandsale  of  Government 
stock,  bank  stock,  railway  shares,  &c.  No  person  can  transact 
business  there  unless  he  has  obtained  a  licence  from  the 
Lord  Lieutenant.  The  number  of  these  persons  is  at  pre- 
sent about  fifty-six.  The  borrowing  and  lending  of  money 
on  stock  are  matters  of  daily  occurrence.  This  is  not 
always  done  through  brokers.  Individuals  often  effect 
these  transactions  directly  with  the  banks.  The  general 
rule  is  that  the  lender  shall  have  a  margin  of  5  per  cent, 
on  the  value  of  the  stock,  and  shall  be  entitled  to  call 
for  additional  security  whenever  the  market  price  falls  be- 
ow  that  difference. 

We  have  noticed  the  different  meanings  given  to  the 
word  "  circulation "  in  England,  since  the  passing  of  the 
Act  of  1844.  By  the  Act  of  1845,  it  is  enacted  that  this 
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word  shall  have  the  following  meaning  in  Scotland  and 
Ireland : — 

"Section  17. — And  be  it  enacted,  That  all  bank  notes 
shall  be  deemed  to  be  in  circulation  from  the  time  the 
same  shall  have  been  issued  from  any  banker,  or  any  ser- 
vant or  agent  of  such  banker,  until  the  same  shall  have 
been  actually  returned  to  such  banker,  or  some  servant  or 
agent  of  such  banker." l 

The  Exchanges  between  the  Banks. 

Since  the  Act  of  1845 — when  other  banks  besides  the 
Bank  of  Ireland  acquired  the  power  of  issuing  notes  in 
Dublin — a  system  of  clearing,  or,  as  it  is  called,  of  ex- 
changes, has  been  established,  similar  to  that  established 
in  Edinburgh.  The  following  is  a  copy  of  a  clearing 
balance-sheet : — 

BALANCES  OP  EXCHANGES  WITH  OTHER  BANKS, 

ON  _  _ , 18     . 


Dae  to  it. 

With 

Due  by  it. 

Bank  of  Ireland. 

Provincial  Bank. 

National  Bank. 

Ulster  Bank. 

| 

1  It  may  be  stated  here  that  the  circulation  of  the  Issue  Department  of 
the  Bank  of  England  is  at  present  £15,750,000  more  than  the  amounts 
of  gold  and  silver  held  in  that  department.  The  amount  of  the  circu- 
lation in  the  bands  of  the  public  is  found  by  deducting  the  amount  of 
bank  notes  in  the  Banking  Department  from  the  amount  of  circulation 
of  the  Issue  Department. 
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Here  we  may  observe  that  all  the  banks  that  clear  are 
banks  of  issue  ;  and  the  clearing  in  Dublin  includes  all  the 
banks  of  issue  in  Ireland,  although  three  of  these  banks 
have  their  head-quarters  in  Belfast.  Two  of  the  Belfast 
banks  clear  by  their  agents.  The  Bank  of  Ireland  is  the 
agent  for  the  Northern  Banking  Company,  and  the  Ulster 
Bank  has  a  branch  in  Dublin.  It  will  be  observed  that 
the  Bank  of  Ireland — the  chartered  bank — is  a  member  of 
the  clearing ;  and,  in  fact,  the  clearing  is  held  daily,  in 
one  of  the  rooms  of  that  establishment.  The  differences 
are  paid  daily,  in  exchequer  bonds.  The  following  are 
the  amounts  required  to  be  held  by  each  bank  : — 

The  Bank  of  Ireland         .         .         .  .£192,000 

The  Provincial  Bank         .         .         .  100,000 

The  National  Bank  ....  78,000 

The  Ulster  Bank      ....  30,000 


£400,000 

Those  banks  in  Dublin  that  are  not  banks  of  issue  are 
not  members  of  the  clearing.  All  the  non-issuing  banks, 
however,  have  accounts  with  the  Bank  of  Ireland,  and  pay 
into  that  establishment  the  cheques  they  may  have  on  the 
other  banks.  The  issuing  banks  which  attend  the  clearing 
have  no  account  with  the  Bank  of  Ireland. 

This  system  of  clearing  appears  to  work  very  satisfac- 
torily. The  following  is  an  extract  from  a  letter  I  received 
from  an  Irish  banker  on  the  subject : — 

"  The  settlement  of  our  '  exchange  balances '  in  Dublin, 
through  the  use  of  exchequer  bills,  works  very  well.  The 
great  evil,  previously,  was,  that  when  these  balances  were 
of  magnitude,  Dublin  was  such  a  limited  money  market, 
there  was  difficulty  and  expense  in  raising  the  needful 
quantity  of  Irish  money  for  the  purpose.  If  you  antici- 
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pated  the  balance  to  be  heavy  against  you,  it  was  requi- 
site to  prepare  some  time  before,  and  to  have  your  funds 
lying  idle  and  unproductive  until  the  crisis  arose.  Now, 
we  have  exchequer  bill  interest  for  our  surplus,  and 
the  power  of  replenishing  our  stock  account  whenever  re- 
quired by  drawing  on  London,  thus  possessing  the  un- 
bounded advantages  of  the  greatest  money  market  in  the 
world.  In  point  of  fact,  the  arrangement  has  virtually 
changed  the  venue,  and  made  London  the  actual  and 
final  place  of  settlement,  through  machinery  worked  in 
Dublin." 

RULES, 

Amended  and  Revised  March,  1873,  governing  the  Exchanges 
at  Dublin.     Established  December  8,  1845. 

1.  The  hours  for  making  the  exchanges  to  be — 
Forenoon — For  notes  and  cheques,  10  o'clock. 
Afternoon — Final  clearing  for  cheques,  2  o'clock.     Ex- 
cept on 

Saturday,  when  the  hours  to  be  9.30  a.m.,  and  12  o'clock 
noon. 

In  order  to  establish  punctuality,  any  bank  not  repre- 
sented in  the  Clearing  Koom  fifteen  minutes  after  the 
hours  specified,  to  be  excluded  from  that  exchange. 

2.  The  payments  of  the  balances  shall  be  made  in  ex- 
chequer bonds,  except  for  the  fractional  parts  of  .£500, 
which   may  be    paid    in   notes   of   the    particular   bank 
debtor. 

3.  The  exchequer  bonds,  which  are  not  to  be  used  for 
any  other  purpose,    shall  bear  the   distinguishing  mark 
"  Dublin   Exchanges,"    and    the   stamp   of   the   original 
holders,  and  shall  be  received  at  par,  with  the  interest 
that  may  be  due,  when  a  transfer  takes  place. 
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4.  The  amount  of  exchequer  bonds  to  be  kept  in  the 
circle  is  fixed  at  .£400,000,  and  is  apportioned  as  fol- 
lows : — 

Bank  of  Ireland  ....  .£192,000 

Provincial  Bank  ....  100,000 

National  Bank  ....  78,000 

Ulster  Bank  ....  30,000 


£400,000 

And  each  bank  shall  maintain,  its  quota  at  all  times,  as 
hereafter  provided. 

5.  The  exchequer  bonds  to  be  as  nearly  as  practicable 
nine-tenths  of  £1,000,  and  one-tenth  of  .£500. 

6.  The  amount  of  exchequer  bonds  held  by  each  bank 
shall  be  stated  every  day  in  the  Clearing  Eoom. 

7.  No  bank  shall  be  obliged  permanently  to  hold  more 
than  one-third  above,  or  be  allowed  to  reduce  more  than 
one-third  below  its  fixed  quota  of  exchequer  bonds  ;  when, 
however,  exchequer  bonds  have  accumulated  with  some 
banks  and  are  required  by  others,  it  shall  be  imperative 
on  the  banks  so  situated  to  buy  or  sell ;  the  bank  holding 
the  greatest  amount  in  excess  of  its  quota,  being  bound  to 
sell  to  the  bank  deficient  the  amount  required  for  the 
legitimate  purposes  of  the  exchanges  ;  no  bank,  however, 
in  such  case  being  bound  to  reduce  its  stock  below  its 
original  quota,  and  the  bank  seeking  to  purchase  shall 
buy  from  the  bank  holding  the  greatest  proportionate 
amount  above  its  quota. 

8.  When  exchequer  bonds  have  accumulated  with  any 
bank  to  more  than  one-third  above  its  quota,  it  shall  have 
the  power  to  call  upon  the  bank  or  banks  holding  the 
smallest  amount  in  proportion  to  their  quota,  to  purchase; 
but  it  shall  not  be  imperative  upon  any  bank  to  purchase 
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more  than  will  bring  up  its  stock  to  two-thirds  of  its 
original  quota. 

9.  The  bank  seeking  or  being  called  upon  to  buy  ex- 
chequer bonds  from  banks  in  excess  of  their  quota,  shall 
pay  for  such  bonds  by  a  credit  on  London,  at  not  less  than 
two  or  more  than  five  days'  date,  at  option  of  purchaser, 
and  interest  for  the  number  of  days  the  drafts  may  have 
to  run,  at  rate  of  exchequer  bonds,  or  pay  the  amount  in 
gold  at  the  option  of  the  seller  of  the  bonds. 

10.  Each  bank  is  to  be  always  liable  for  the  income- 
tax  on   the   interest  of  its  original  quota  of  exchequer 
bonds  and  no  more. 

11.  The  exchanges  are  to  be  made  at  the  Bank  of  Ire- 
land, who  undertake  to  pay  to  those  banks  who  are  credi- 
tors in  the  exchanges,  the  exchequer  bonds  received  from 
banks  who  are  debtors  in  the  exchange,  but  the  Bank  of 
Ireland  shall  not  be  in  any  way  held  responsible  for  the 
exchange  transactions,  or  otherwise,  soever. 

12.  The  statement  of  the  balances,  after  they  are  struck, 
to  be  sent  to  the  respective  banks  from  the   Clearing 
Eoom  by  their  clerks,  and  the  clerks  of  the  banks'  credi- 
tors to  be  in  waiting  to  receive  the  amounts  due  to  them 
at  2.30  o'clock. 

13.  Any  bank,  a  party  to  this  agreement,  to  have  the 
power  of  withdrawing  from  it  and  receiving  back  its  ex- 
chequer bonds  at  par,  upon  payment  of  them,  if  needful, 
upon  giving  three  months'  notice. 

14.  No  bank,  a  party  to  this  agreement,  shall  directly, 
or  through  any  agent,  demand  gold  from,  or  pay  gold  to, 
any  other  bank,  a  party  to  this  agreement,  except  as  herein- 
before provided,  unless  under  special  agreement  between 
any  two  of  them,  mutually  agreeing  to  pay  and  receive  a 
sum  of  gold. 

15.  All  orders  payable  on  demand,  whether  in  Dublin 
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or  in  country  towns,  to  be  passed  through  the  Clearing 
Room  ;  the  orders  on  provincial  towns  at  the  morning 
clearing  only,  up  to,  but  not  later  than  12  o'clock. 

Deductions  for  commissions  to  be  distinctly  specified  in 
a  note  attached  to  the  documents  previously  to  their  being 
brought  to  the  Clearing  Boom. 

Documents  returned  dishonoured  shall  not  pass  through 
the  Clearing  Eoom. 

The  violation  of  these  regulations  by  any  bank  to  be 
•considered  a  virtual  withdrawal  of  that  bank  from  this 
agreement. 
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SECTION  XXXV. 

BANKERS'  CLEARING-HOUSE. 

HPHE  Clearing-House  was  established  in  1775,  by  several 
of  the  London  private  bankers,  for  the  purpose  of 
facilitating  their  exchanges  with  one  another.  Every 
London  banker  having  claims  against  others,  and  they 
against  him,  used  to  send  out  clerks  daily  to  collect  the 
debts  due  to  them,  which  were  settled  in  cash  or  notes. 
The  inconvenience  of  this  clumsy  method  of  transacting 
business,  and  the  necessity  it  involved  of  keeping  cash  in 
their  tills  to  meet  demands  made  upon  them  for  settlement 
of  these  exchanges,  led  to  the  formation  of  this  establish- 
ment, the  example  of  which  had  been  previously  set  by 
the  Edinburgh  banks ;  indeed,  a  similar  plan  seems  to 
have  been  adopted,  as  early  as  the  sixteenth  century,  by 
the  merchants  who  met  at  the  great  annual  fair  held  in 
the  city  of  Lyons.  They  made  their  bills  payable  at  this 
fair  only.  By  this  means  they  were  relieved  from  the 
necessity  of  keeping  coin  or  bullion  to  discharge  their  bills 
had  they  been  drawn  at  the  usual  dates  ;  meanwhile  the 
bills  went  into  circulation,  got  covered  with  endorsements, 
and  were  yearly  set  off  against  each  other  when  adjusting 
their  mutual  accounts,  so  that,  as  we  learn  from  Bois- 
guillebert,  by  this  means  transactions  to  the  amount  of 
,£80,000,000  were  settled  without  the  need  of  a  single  sou 
in  coin. 

The  Clearing-House  was  at  first  by  no  means  generally 
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approved,  and  some  of  the  principal  bankers  refused  to 
hare  recourse  to  it.  After  the  number  of  clearing  bankers 
had  increased,  a  committee  was  formed  for  its  government. 
This  committee  is  composed  of  a  representative  of  each  of 
the  leading  bankers,  and  any  new  bank  that  desires  to  have 
the  privilege  of  clearing  must  now  apply  for  permission 
to  the  committee. 

The  object  the  clearing  bankers  had  in  vie  w  was  to  exchange 
bills  and  cheques  against  bills  and  cheques,  and  thus  be  en- 
abled to  carry  on  their  business  with  a  less  amount  of  capital. 
But  while  the  bankers  endeavoured  to  promote  their  own  in- 
terest, they  promoted  at  the  same  time  the  interest  of  the 
public.  The  sums  liberated  from  employment  in  this  way 
became  available  for  employment  in  agriculture,  manufac- 
tures, and  commerce.  Whenever  any  banker,  therefore,  is 
excluded  from  the  Clearing-House,  and  is,  consequently, 
obliged  to  keep  a  larger  amount  of  cash  in  his  coffers,  his 
available  capital  is  so  far  reduced,  and  thus  the  agriculture, 
manufactures,  and  commerce  of  the  country  receive  less 
encouragement. 

The  establishment  of  the  Clearing-House  has  led  to  new 
arrangements  in  several  branches  of  business.  The  stock- 
brokers, for  instance,  now  settle  all  their  receipts  and  pay- 
ments by  cheques  to  be  paid  through  the  Clearing-House. 
The  cheques  a  broker  draws  on  his  banker  are  paid  at  the 
Clearing-House  by  cheques  of  other  brokers,  which  he 
lodges  to  his  credit.  The  Colonial  brokers  also,  and  other 
classes  of  commercial  men,  have  fixed  days  for  settling 
their  accounts,  and  on  these  days  draw  cheques  on  their 
bankers  in  the  morning,  and  pay  in  cheques  to  meet  them 
at  a  subsequent  part  of  the  day.  Thus  the  institution  of 
the  Clearing-House  has  become  entwined  with  the  commerce 
of  the  country,  and  could  not  be  discontinued  without  de- 
ranging every  branch  of  business.  It  has  also  received  the 
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sanction  of  the  law  of  the  land,  the  courts  of  law  having 
decided  that  the  presentment  of  a  bill  of  exchange  at  the 
Clearing-House  is  a  legal  presentment.  In  this  case,  as 
in  many  others,  the  custom  of  bankers  and  merchants 
has  become  law.  Many  of  our  commercial  laws  have  had 
the  same  origin.  They  have  at  first  been  mere  regulations 
established  by  merchants  for  their  own  convenience ; 
these  regulations  have  been  adopted  by  other  classes  of 
the  community  ;  they  have  been  followed  for  a  number  of 
years,  and  then  the  law  has  recognized  them  as  a  portion 
of  the  commercial  institutions  of  the  country.  Such  was 
the  origin  of  allowing  three  days'  grace  upon  bills  of  ex- 
change, and  such  has  been  the  case  with  the  Clearing- 
House.  The  Clearing-House  is  no  longer,  therefore,  a  pri- 
vate subscription  room,  from  which  the  parties  admitted 
may  exclude  whomsoever  they  please  at  their  own  caprice. 
They  may  exclude  improper  banking  companies,  as  the 
Edinburgh  banks  refuse  to  exchange  with  any  bank  that 
is  not  respectable  ;  but  they  are  bound  in  justice  to  admit 
all  respectable  banks  who  may  apply  for  admission. 

"  Another  amendment  which  I  would  propose  as  con- 
nected with  the  currency  of  London,  would  be  a  regula- 
tion of  the  Clearing-House  by  the  Legislature.  Although 
the  Clearing-House  was  a  voluntary  association  of  bankers 
at  first,  yet  it  has  now  existed  for  sixty  years,  and  has 
become  interwoven  with  several  branches  of  London 
trade ;  it  is  therefore,  for  all  practical  purposes,  a  public 
institution,  and  like  a  market  or  any  other  public  institu- 
tion, might  become  the  subject  of  legislative  interference. 
The  exclusion  of  banks  in  London  from  the  Clearing- 
House,  whose  capital  now  amounts  to  about  .£2,000,000 
sterling,  and  who  have  about  2,000  partners,  is  not  only  a 
great  inconvenience  and  great  loss  to  those  banks,  but  is  a 
great  inconvenience  also  to  the  public  in  general,  and  such 
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an  interference  with  the  freedom  of  trade  as  carried  on  by 
individual  companies  in  London,  as  alone  would  justify 
the  interference  of  the  Legislature ;  and  besides,  it  is  quite 
unreasonable  that  an  association  of  omnibus  proprietors 
should  be  indicted  and  tried  for  a  conspiracy  because  they 
have  tried  to  run  a  rival  omnibus  off  the  road,  and  yet 
that  a  body  of  bankers  may  conspire  for  a  similar  object 
without  any  interference  of  the  Legislature  at  all."  1 

1  The  extract  here  given  is  taken  from  Mr.  Gilbart's  evidence  before 
the  Committee  on  Banks  of  Issue  in  March,  1841.  Although  the  im- 
mediate cause  of  these  animadversions  has  long  since  been  removed  by 
the  admission  of  the  London  and  Westminster  (of  which  bank  Mr. 
Gilbart  was  the  manager)  and  other  joint-stock  banks  to  the  clearing 
in  1354.  they  are  applicable  even  with  greater  force  at  the  present  day. 
Unfortunately  the  same  exclusive  spirit  still  seems  to  govern  the  com- 
mittee of  the  Clearing-House.  Of  late  years  applications  for  admission 
have  been  made  by  some  seven  banks,  and  of  these  five  have  been  re- 
fused. One  of  the  applications  was  by  a  private  bank ;  another  by  a 
London  joint-stock  bank  possessing  numerous  country  branches ;  and 
the  remainder  by  three  of  the  Scotch  banks,  having  an  aggregate  capital 
of  four  and  a  quarter  millions,  with  deposits  of  over  thirty  millions,  and 
some  320  branches.  It  was  understood  that  the  committee's  reason  for 
refusing  to  admit  the  private  bank  alluded  to,  was  that  its  head  office 
was  not  in  London.  Against  the  Scotch  banks  it  was  urged  that  they 
were  banks  of  issue,  as  well  as  that  their  head  offices  were  not  in  Lon- 
don. It  is  impossible  to  see  the  force  of  these  objections.  With  regard 
to  the  first :  there  is  no  remedy  in  law  which  one  clearing  banker  could 
have  against  another  whose  head  office  is  in  London,  which  he  could 
not  have  were  that  other  banker's  head  office  in  Manchester  or  in  Scot- 
land. And  with  regard  to  the  question  of  issue  :  as  Scotch  bank  notes 
could  not  legally  circulate  in  England,  and  could  not  therefore  find  their 
way  into  the  hands  of  London  bankers  for  settlement  in  the  clearing, 
the  question  of  risk  in  connection  with  them  could  never  arise.  It  would 
perhaps  be  doing  an  injustice  to  the  clearing  bankers  to  suppose  that 
the  exclusion  of  the  Scotch  banks  is  due  to  a  jealousy  of  the  privilege  of 
issue  possessed  by  the  latter.  The  issue  is  undoubtedly  a  priTilege  to  a 
certain  extent,  but  it  is  one  the  advantages  of  which  are  usually  very 
much  exaggerated,  and  one  which  could  not  for  a  moment  place  the  poa 
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Up  till  1854  admission  to  the  Clearing-House  was  jea- 
lously restricted  by  the  private  bankers,  but  in  that  year 
the  joint-stock  banks  were  admitted,  and  the  Bank  of 

sessors  of  it  in  any  advantageous  position  in  competition  with  their  very 
powerful  London  neighbours.  The  application  of  the  joint-stock  bank 
with  the  country  branches  alluded  to,  was  refused  on  the  ground  that  its 
business  was  at  the  time  too  unimportant  to  justify  its  admission ;  but 
surely  this  could  not  have  been  the  only  objection,  as  the  bank  in  question 
had  capital  and  deposits  considerably  larger  than  the  joint  capital  and 
deposits  of  two  banks  admitted  at  the  time  of  its  rejection. 

If  the  exclusiveness  shown  by  the  clearing  bankers  really  springs,  as 
seems  probable,  from  a  jealousy  of  any  encroachment  upon  the  banking 
business  of  London  now  in  their  hands,  it  seems  a  pity  that  so  powerful 
a  body,  who  have  nothing  to  fear  from  any  amount  of  competition,  should 
place  themselves  in  such  antagonism  to  institutions  which  have  come  to 
London  in  no  aggressive  spirit,  but  have  had  the  necessity  imposed  upon 
them  by  the  requirements  of  their  customers,  very  many  of  whom  have 
London  houses. 

The  chief  objects  of  the  Clearing-House  are  avowedly  to  facilitate  the 
exchanges  between  bankers,  to  economize  capital,  to  minimize  risk,  and 
thereby  afford  greater  facilities  to  the  public ;  but  these  objects  cannot 
be  fully  attained  if  large  banking  companies  are  to  be  arbitrarily 
excluded,  and  forced  to  collect  their  cheques  and  bills  upon  clearing 
bankers  second-hand  through  the  Bank  of  England;  and  still  less  can 
they  be  attained  so  long  as  the  clearing  banks  persist  in  collecting  the 
cheques,  &c.,  held  by  them,  in  the  old  cumbrous  way. 

But  apart  altogether  from  these  considerations,  it  might  be  thought 
that  the  committee,  in  the  interest  of  the  body  they  represent,  if  not  in 
the  public  interest,  would  be  glad  to  admit  all  respectable  banks  doing  a 
London  business.  To  persist  in  excluding  them  is  to  force  upon  them 
the  consideration  of  the  expediency  of  adopting  tactics  which  have  proved 
effectual  in  procuring  the  admission  of  more  than  one  of  the  present 
members  of  the  clearing.  "Were  the  non-clearing  banks  to  take  up  a 
hostile  attitude  and  present  all  their  "charges"  upon  the  clearing 
bankers  over  the  counter  (instead  of  as  at  present  through  the  clearing 
by  the  medium  of  the  Bank  of  England  or  some  other  clearing  bank), 
and  demand  cash  in  payment,  it  is  not  difficult  to  imagine  the  incon- 
venience and  loss  which  all  the  clearing  bankers,  especially  the  smaller 
private  ones,  would  suffer.  The  effect,  it  is  plain,  would  be,  that  the 
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England  about  ten  years  later.  The  Bank  of  England, 
however,  clear  only  on  one  side ;  that  is  to  say,  they  clear 
only  their  charges  against  the  other  banks,  through  the 

clearing  banks  would  be  obliged  to  keep  two  or  three  millions  of  ad- 
ditional, unemployed,  unremunerative  money  in  their  tills  wherewith  to 
pay  these  charges.  And  not  only  would  this  be  a  serious  direct  loss  to 
the  banks,  but  it  would  also,  pro  tanto,  lessen  their  power  of  accommo- 
dating their  customers,  and  hence  be  a  direct  inconvenience  to  the 
public.  The  direct  loss,  of  course,  would  not  be  measured  by  the  amount 
that  the  excluded  banks  might  be  able  to  pass  through  the  out-clearing, 
but  by  the  amount  which  the  customers  of  the  clearing  banks  might  pos- 
sibly draw  during  the  day.  and  for  which  provision  in  cash  would  require 
to  be  made.  And  the  more  numerous  the  customers  and  the  more  im- 
portant the  accounts,  the  more  extensive  the  provision  would  necessarily 
require  to  be.  Again,  were  the  non-clearing  banks  to  have  recourse  to 
the  action  referred  to,  the  clearing  banks  would  be  daily  placed  on  the 
horns  of  a  dilemma.  If  acceptances  in  the  hands  of  the  former,  payable 
at  the  banks  of  the  latter,  instead  of  being  sent  through  the  Clearing- 
House  as  at  present  (thus  giving  the  acceptors  the  entire  day  to  provide 
for  them)  were  to  be  presented  over  the  counter,  the  clearing  bankers 
would  in  very  numerous  cases  be  obliged  to  pay  them,  when  there  were 
insufficient  funds  to  meet  them,  and  so  ran  the  risk  of  loss  ;  or  be  obliged 
to  return  them,  and  so  injure  the  credit  of  their  customers. 

It  may  be  said  that  the  clearing  banks  could  act  against  the  non- 
clearing  banks  in  the  same  way.  As  a  matter  of  fact  the  former  do  so 
to  the  extent  of  presenting  every  article  over  the  counters  of  the  latter 
at  the  present  time  ;  and  the  only  additional  inconvenience  they  could 
impose  would  be  to  demand  cash  in  payment,  instead  of  transfer  cheques. 
But  this  inconvenience  would  be  almost  nominal,  from  the  circumstance 
that,  comparatively,  the  London  accounts  of  the  non-clearing  banks  are 
few  in  number.  The  great  bulk  of  the  "  charges  "  of  the  clearing  banks 
against  the  non-clearing  banks  consists  of  drafts  drawn  by  the  very 
numerous  branches  of  the  latter,  and  of  the  acceptances  of  their  country 
customers.  But  as  these  drafts  and  acceptances  are  regularly  advised 
by  the  branches,  the  non-clearing  banks  of  London  need  not  provide  a 
single  penny  more  than  is  necessary  to  meet  them. 

But,  by  way  of  looking  at  the  question  from  every  position,  and  of 
showing  from  how  many  points  the  clearing  banks  are  open  to  attack, 
let  us  reverse  the  argument,  and  let  us  suppose  that  the  non-clearing 
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clearing  ;  the  other  banks,  as  members  of  the  clearing 
being  obliged  to  keep  an  account  with  the  Bank  of  Eng- 
land, pay  in  their  charges  against  the  bank  direct  to  the 
credit  of  their  account. 

The  admission  of  these  important  establishments  has 
enlarged  to  an  immense  extent  the  business  of  the  Clearing- 
House,  which  is  performed  with  a  simplicity,  exactitude, 
and  regularity  as  astonishing  as  the  great  development  of 
its  transactions. 

The  following  are  : — 

banks  would  insist  on  paying  the  clearing  banks  in  cash  instead  of  by 
transfer  cheque.  This  would  be  a  very  effective  coercive  measure  in  the 
hands  of  the  former,  for  it  is  clear  that  the  risks  attendant  on  the  walk- 
clerks  of  the  latter,  while  on  their  rounds,  carrying  large  amounts  ot 
cash  with  them  about  the  streets,  would  soon  press  so  heavily  as  to  be 
intolerable.  And  not  only  would  the  risks  be  intolerable,  but  the  in- 
convenience would  be  equally  so  by  reason  of  the  labour  of  the  necessary 
clerical  and  other  work  in  connection  with  the  bank  notes  so  received. 
And  upon  the  Bank  of  England  the  burden  would  fall  with  concentrated 
severity  because  of  the  enormous  extra  volume  of  notes  which,  in  the 
first  place,  they  would  have  to  print,  and  in  the  second  place,  to  cancel, 
day  by  day. 

In  fine,  seeing  that  the  non-clearing  banks  could,  if  they  thought  fit, 
so  harass  the  clearing  banks,  and  make  the  present  arrangements  so 
burdensome  to  them  as  to  force  them  into  compliance,  either  by  demand- 
ing cash  in  payment  of  their  charges  upon  the  latter,  or  by  paying  in 
cash  the  latter's  charges  upon  them  ;  or,  by  pre-arranged  variations  from 
time  to  time,  of  either,  or  both,  of  these  modes,  it  certainly  seems  the 
height  of  folly  on  the  part  of  the  latter,  simply  for  the  sake  of  gratify- 
ing their  jealousy,  arbitrarily  to  continue  to  exclude  from  the  clearing 
many  high-class  institutions,  and  voluntarily  subject  themselves  to  the 
inconvenience  and  loss  of  collecting  their  charges  in  the  antiquated 
manner. 

The  best  proof  that  the  clearing  bankers  feel  the  justice  of  Mr. 
Gilbart's  animadversions  lies  in  the  fact  that,  whatever  they  resolve  to  do 
when  in  conclave,  not  one  of  there  can  be  found  individually  to  defend 
the  policy  of  exclusion. 
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THE  RULES  AND  REGULATIONS  10  BE  OBSERVED  AT  THE 
CLEAKIXG-HOUSE. 

Ordinary  days,  excepting  Saturdays. 

Morning  Clearing  to  open  at  10.30.  Drafts,  &c.,  to  be 
received  not  later  than  11.  Morning  Clearing  must  be 
closed  by  12. 

Country  Clearing  to  open  at  12.  Drafts,  including 
Returns,  to  be  received  not  later  than  12.30.  Country 
Clearing  must  be  closed  by  2.15. 

Afternoon  Clearing  to  open  at  2.30.  Drafts,  &c.,  to  be 
received  not  later  than  4.  Returns  to  be  received  not  later 
than  5,  excepting  on  settling  days,  \vhen  the  last  delivery 
shall  be  at  4.15,  and  Returns  at  5.15, 

Fourths  of  the  Month. 

Morning  Clearing  to  open  at  9.  Drafts,  &c.,  to  be  re- 
ceived not  later  than  10.  Morning  Clearing  must  be 
closed  by  12. 

Country  Clearing  to  open  at  12.  Drafts,  including 
Returns,  to  be  received  not  later  than  12.30.  Country 
Clearing  must  be  closed  by  2.15. 

Afternoon  Clearing  to  open  at  2.30.  Drafts,  &c.,  to  be 
received  not  later  than  4.15.  Returns  to  be  received  not- 
later  than  5.15,  excepting  ivhen  the  4th  of  the  month  shall 
occur  on  a  Saturday,  -when  the  last  delivery  shall  be  at  4, . 
and  Returns  at  5. 

Saturdays  (not  being  Fourths'). 

Morning  Clearing  to  open  at  9.  Drafts,  <£c.,  to  be  re- 
ceived not  later  than  10.  Morning  Clearing  must  be  closed 
by  11. 

Country   Clearing  to   open   at   11.    Drafts,   including 
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Returns,  to  be  received  not  later  than   11.30.    Country 
Clearing  must  be  closed  by  1.15. 

Afternoon  Clearing  to  open  at  1.30.  Drafts,  &c.,  to  be 
received  not  later  than  3.  Eeturns  to  be  received  not  later 
than  4. 

The  total  amount  of  the  Morning  and  Country  Delivery 
shall  be  agreed  by  each  Clearer  before  leaving  the  Clearing- 
House. 

All  Clerks  that  are  in  the  Clearing-House  by  Four 
o'clock  or  the  time  appointed  for  final  delivery,  shall  be 
entitled  to  deliver  their  articles,  though  they  may  not  have 
been  able  to  pass  them  to  the  different  desks  before  the 
clock  strikes. 

All  Eeturns  in  the  course  of  delivery  upon  the  stroke  of 
the  clock  of  the  time  appointed  for  final  delivery,  must  be 
received  by  the  Clearers,  and  credited  the  same  day. 

Any  Bank  which  has  accepted  and  paid  an  article  re- 
turned to  it  in  error,  may  require  repayment  through  the 
Clearing-House  on  the  following  day. 

Notice  shall  be  entered  upon  a  Board  at  the  Clearing- 
House,  giving  monthly  statements  of  those  settling  days 
at  the  Stock  Exchange,  upon  which  the  time  for  receiving 
Eeturns  is  to  be  5.15. 

With  regard  to  all  Drafts  not  crossed,  and  all  Bills  not 
receipted,  sent  to  the  Clearing-House  as  Eeturns,  the 
Clearer  holding  them  must  fully  announce  the  particulars 
to  the  Clearing-House,  and  if  not  claimed,  the  case  must 
be  represented  to  the  Inspectors,  but  on  no  account  can  the 
Clearer  be  allowed  to  debit  the  Clearing-House  with  the 
amount  until  an  owner  can  be  found. 

No  Eeturn  can  be  received  without  an  answer  in  writing 
why  payment  is  refused. 

It  shall  be  sufficient  in  order  that  a  Eeturn  shall  be  re- 
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ceived  and  credited,  that  it  shall  have  on  it  an  answer,  why 
returned  ;  and  no  Clearer  shall  refuse  to  pass  to  credit  any 
Return  that  shall  be  so  marked. 

All  Returns  charged  upon  the  Balance  Sheet  must  be 
marked  up  and  agreed  by  the  Clearer  charging  the  same. 

All  the  differences  arising  from  Marked.  Articles  beyond 
the  sum  of  £50  must  be  finally  ascertained  and  placed  to 
account,  before  the  Clearer  makes  up  his  Balance  Sheet. 

IS'o  Clearer  shall  be  allowed  to  charge  out  Drafts  in  the 
Clearing-out  Book  at  the  Clearing-House. 

All  differences  of  more  than  ,£1,000  that  may  have  been 
accidentally  passed  over  at  night,  shall  be  settled  by  a 
transfer  at  the  Bank  of  England,  the  first  thing  the  next 
morning. 

The  Inspectors  are  charged  with  the  preservation  of 
order  and  decorum  in  the  Clearing-House,  and  are  in- 
structed to  report  to  the  Committee  of  Bankers  disorderly 
conduct  on  the  part  of  any  persons,  calculated  in  their 
opinion,  to  obstruct  the  adjustment  of  the  business  of  the 
House. 

It  may  be  instructive,  especially  to  our  country  readers, 
to  have  a  detailed  account  of  the  operations  of  the  Clearing- 
House,  and  of  all  the  work  to  be  gone  through  in  everv 
clearing  bank  in  connection  therewith.  We  shall  there- 
fore proceed  to  give  such  a  detailed  account ;  and  although 
there  may  be  many  technicalities  in  our  description  difficult 
to  follow,  particularly  by  the  uninitiated,  we  shall  aim  at 
making  it  as  clear  as  possible. 

It  will  be  convenient  at  the  outset  to  explain  the  mean- 
ing of  certain  technical  words  used  constantly  in  connection 
with  the  Clearing-House,  which  will  render  the  description 
more  easy  of  comprehension : — 

An  "  Article  "  is  a  bill,  or  cheque,  or  dividend  warrant, 
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or  banker's  payment  slip,  or  memorandum  for  country 
notes,  or  indeed  any  article  which  is  paid  into  the  clearing 
for  settlement  there. 

A  "  Charge "  is  a  batch  of  articles  (i.e.  bills,  cheques, 
bankers'  payments,  &c.)  sent  into  the  Clearing-House  by 
one  banker  to  be  charged  by  him  against  another. 

"  Deliver  "  and  "  Delivery  "  refer  to  charges  delivered  by 
the  clerk  of  one  banker  upon  the  desk  in  the  Clearing- 
House  of  the  clerk  representing  another  banker. 

"  Returns  "  are  any  articles  which  may  be  returned  into 
the  clearing  unpaid,  from  want  of  funds,  irregularity  of 
endorsement,  no  advice,  or  from  any  other  cause. 

It  will  also  be  well  to  give  a  short  account  of  the  various 
books  employed  by  every  banker  which  bear  in  any  way 
upon  the  work  of  the  Clearing-House.  But  it  will  of 
course  be  understood  that  although  every  banker  has 
books  which  serve  the  same  purpose  as  those  about  to  be 
enumerated,  it  does  not  follow  that  the  following  is  an 
exact  description  either  of  the  titles  of  the  books  or  of  the 
system  of  book-keeping  adopted  by  every  banker.  Gene- 
rally speaking,  however,  the  following  books,  or  others 
somewhat  similar,  are  in  common  use. 

First  of  all  there  is  the  Journal,  which  contains  a  list  of 
all  the  bills  due  on  a  particular  day,  whether  domiciled  at 
the  home  establishment  or  at  the  other  clearing  bankers. 

Secondly,  there  are  the  Lists,  which,  among  other  items, 
contain  clearing  cheques  and  other  articles  brought  in  by 
the  walk-clerks  from  their  various  rounds. 

Then  there  are  the  Received- Waste-Books  in  which  are 
entered  the  particulars  of  the  credits  paid  in  by  customers 
to  the  cashiers. 

These  three  books  bear  indirectly  upon  the  clearing. 
The  bills  specified  in  the  first-mentioned  book  domiciled 
at  clearing  banker's  are  handed  over  by  the  bill  depart- 
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mcnt  to  the  clearing  clerks,  and  are  entered  by  them  in 
•what  is  called  the  Morning  Bill  Book.  The  cheques,  £c., 
mentioned  in  the  Lists  and  Waste  Books  are  gathered 
from  the  walk  and  cashiers'  departments  from  time  to  time 
during  the  day  by  the  clearing  clerks,  and  are  entered  by 
them  at  once  into  their  Out-Clearing  Book. 

The  other  books  which  bear  upon  the  clearing  in  addition 
to  the  Morning  Bill  Book,  and  the  Out-Clearing  Book, 
already  mentioned,  are  the — 

In-Clearing  Book, 

The  Out  Eeturns, 

The  In  Eeturns, 

The  Clearing  Balance  Book, 

The  Clearing  Difference  Book,  &c. 
As  the  uses  of  these  books  are  obvious,  we  shall  not  stay 
to  describe  them,  but  shall  proceed  to  give  a  description  of 
the  manner  in  which  the  clearing  is  conducted. 

It  will  be  seen  from  the  foregoing  Rules  that  there  are 
three  clearings  during  the  day — 

1st.    The  Morning  Town  Clearing, 

2nd.  The  Noon  Country  Clearing, 

3rd.  The  Afternoon  Town  Clearing. 
For  the  sake  of  clearness  we  shall  deal  with  the  town 
clearings  first,  and  afterwards  with  the  country  clearing. 
The  morning  town  clearing  opens  on  ordinary  days  at 
10.30  a.m.,  when  the  respective  banks  deliver  to  each 
other  charges  made  up  only,  as  a  rule,  of  bills  and  marked 
cheques.  These  bills  are  bills  which  have  been  discounted 
by  the  bank,  or  held  for  collection  on  account  of  customers. 
During  the  afternoon  of  the  day  before  they  fall  due,  they 
are  passed  from  the  bill  department  into  the  clearing 
department,  so  as  to  let  the  clearing  clerks  get  an  early 
start  next  morning.  On  the  morning  of  the  day  on  which 
they  mature,  the  clearing  clerks  sort  them  into  various 
tr.  T 
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"batches,  according  to  where  they  are  domiciled.  They  sort 
all  those  due  at  the  London  and  Westminster  Bank,  the 
National  Provincial  Bank,  Barclay's,  Smith  Payne's,  &c., 
&c.,  together,  and  then  proceed  to  enter  the  amounts  only 
in  the  spaces  left  under  the  respective  headings  of  the 
other  twenty-six  clearing  banks  in  the  Morning  Bill  Book. 
This  book  they  then  sum  up,  and  check  the  aggregate  of 
the  twenty-six  totals  with  the  sum  supplied  to  them  on  a 
memorandum  by  the  bill  department  of  the  bank.  If 
right,  their  clearing  work  is  checked  so  far,  and  they  then 
transfer  the  various  totals  into  the  Out-Clearing  Book. 
Having  done  this,  they  then  proceed  to  deal  with  the 
"  marked  cheques."  These  are  cheques  which  have  been 
paid  in  by  customers  on  the  afternoon  of  the  day  before, 
too  late  for  that  day's  clearing.  Each  bank  every  after- 
noon sends  these  cheques  out  to  the  other  banks  upon 
which  they  are  drawn  to  get  marked  for  payment.  This 
marking  consists  of  the  initials  of  one  of  the  cashiers  being 
put  upon  the  cheques,  which  is  tantamount  to  an  acknow- 
ledgment that  they  are  all  right  and  that  they  will  be  duly 
paid  in  the  clearing  next  morning.  The  banks  send  out 
these  cheques  to  be  marked  chiefly  for  the  convenience  oi 
their  customers,  but  partly  for  their  own  protection  in  case 
a  cashier  might  pay  against  an  uncleared  cheque  which 
might  afterwards  prove  to  be  bad.  If  a  banker  chose  not 
to  send  out  such  cheques  for  marking,  no  question  could 
be  raised  by  his  customer  as  to  want  of  due  presentation, 
because  it  is  distinctly  stated  on  the  pay -in  slips  with  which 
each  customer  is  supplied, — or  the  customer  is  acquainted 
in  some  other  form, — that  cheques  not  paid  in  by  half -past 
three  may  not  be  cleared  the  same  day.  As  has  already 
been  said,  these  marked  cheques  are  sent  into  the  clearing 
the  first  thing  in  the  morning  along  with  the  bills,  and  the 
two  together  form  what  is  termed  the  "  first  charge."  Some 
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banks  try,  and  some  manage  to  get,  the  remittances  re- 
ceived in  their  morning  letters  into  their  first  charge ;  but 
as  the  morning  clearing  closes  for  delivery  at  eleven  o'clock, 
it  is  plain  that  none  but  those  bankers  who  begin  business 
very  early  can  put  through  so  large  an  amount  of  work  with 
any  degree  of  satisfaction  in  time  for  the  morning  clearing. 

The  afternoon  town  clearing  begins  at  half-past  two 
and  closes  at  four.  But  the  Clearing-House  clock  is  always 
kept  five  minutes  behind  Greenwich  time,  so  that  the 
representatives  of  the  various  banks  have  always  five 
minutes'  grace  allowed  them. 

To  the  afternoon  clearing  the  banks,  as  a  rule,  send  in 
some  six  or  seven  "  charges."  But,  of  course,  in  excep- 
tional times,  such  as  during  the  progress  of  the  payment 
of  railway  dividends,  or  any  other  kind  of  dividends,  or 
from  any  other  circumstance  which  makes  business  par- 
ticularly brisk,  many  more  charges  are  sent  in.  But  in 
ordinary  times  some  half-dozen  is  the  usual  number.  At 
the  opening  of  the  afternoon  clearing,  at  half-past  two, 
the  first  charge  delivered  is  usually  composed  of  the  remit- 
tances received  in  the  morning  letters.  Then  about  three 
o'clock  the  second  charge  is  sent  in,  and  is  composed  of 
the  cheques,  <fcc.,  received  over  the  counter  during  the 
morning  by  the  cashiers,  for  the  credit  of  customers. 
Then  about  every  twenty  minutes  or  so,  from  three  o'clock 
till  four,  charges  of  the  same  description  are  sent  in. 
And  two  or  three  minutes  past  four  (by  the  bank  clock)  a 
final  charge,  consisting  of  a  few  articles  of  large  amount, 
or  articles  which  for  some  reason  the  banker  may  be  par- 
ticularly anxious  to  clear,  may  be  sent  in. 

It  will,  of  course,  be  understood  that  the  operations 
above  described  of  one  clearing  bank  is  illustrative  of  the 
operations  of  all  the  clearing  banks,  and  that  while  there 
has  been  a  clerk  running  between  each  bank  and  the 
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Clearing-House,  from  time  to  time,  delivering  the  charges 
he  has  upon  the  other  banks,  there  ha3  also  been  a  clerk 
representing  the  same  bank  all  the  time  in  the  Clearing- 
House,  receiving  and  entering  up  all  the  charges  which  all 
the  other  banks  had  against  him. 

It  will  also  be  understood  that  the  Out-Clearing  Book 
(which  is  written  up  inside  the  bank  and  is  carried  to  the 
Clearing-House  at  four  o'clock  for  the  purpose  of  checking) 
of  the  delivering  banker,  is  a  counterpart  of  the  In-Clear- 
ing Book  of  the  receiving  banker.  Thus  the  two  books  of 
the  two  banks  check  each  other  and  render  the  discovery 
of  errors  very  easy.  Here  again  one  case  illustrates  the 
whole.  What  is  done  between  two  banks  is  done  with 
each  other  between  the  whole  twenty-seven. 

The  first  charge  sent  into  the  Clearing-House  during  the 
day  is  marked  on  the  back  of  the  last  cheque  thereof,  with 
the  total  amount,  so  that  the  receiving  clerk  when  he  has 
entered  it  in  his  In-Clearing  Book  may  add  it  up  and  agree 
it  with  the  amount  marked,  thereby  keeping  his  work  well 
checked  up,  and  so  rendering  the  final  adjustment  of  the 
balances  very  simple. 

Country  notes  are  not  paid  at  the  Clearing-House,  but 
are  taken  round  to  the  bankers  who  are  agents  for  the 
country  bankers,  and  exchanged  for  tickets  which  are 
passed  through  the  afternoon  clearing. 

The  West-end  bankers,  the  Scotch  banks,  and  such 
others  as  have  not  yet  been  admitted  to  the  Clearing-House, 
clear  through  one  or  other  of  the  London  bankers. 

We  have  described  the  process  by  which  cheques  are 
paid  into  the  clearing,  and  have  already  explained  that 
the  Out-Clearing  Book  of  one  banker  is  a  counterpart  of 
the  In-Clearing  Book  of  the  other.  And  in  a  sentence  we 
may  say  that  as  soon  as  the  receiving  banker's  represen- 
tative in  the  Clearing-House  enters  the  cheques  upon  him 
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in  his  In-Clearing  Book,  he  sends  them  immediately  away 
to  his  own  bank,  where  they  are  critically  examined,  and, 
if  correct,  posted  in  the  ledgers.  Should  there  be  any- 
thing wrong  with  any  of  them,  should  there  be  insufficient 
funds,  or  should  the  endorsement  be  irregular,  or  should 
they  be  irregular  in  any  way,  they  are  sent  back  to  the 
clearing  and  returned  to  the  delivering  banker  with  a 
distinct  answer  marked  upon  each  cheque  of  the  cause  of 
return.  These  returns  must  be  sent  back  to  the  Clearing- 
House  not  later  than  five  o'clock,  and  are  debited  on  the 
balance  sheet  in  the  final  balancing  for  the  day. 

It  will  be  understood  that  the  clearing  clerks  do  not 
wait  for  the  returns  before  they  begin  the  balancing  for  the 
day.  The  moment  the  Clearing-House  clock  strikes  four  (five 
minutes  past  by  Greenwich  time)  they  begin  the  process  of 
balancing,  leaving  the  returns,  if  any  ,tobedebitedafterwards. 

Notwithstanding  the  immense  amount  of  work  which  is 
put  through  the  Clearing-House  daily,  the  aptitude  of  the 
clerks  for  their  particular  work  renders  errors  of  infrequent 
occurrence.  The  system  also  of  marking  the  amount  of  the 
first  and  largest  charge  on  the  back,  facilitates  the  balanc- 
ing, by  the  opportunity  it  gives  to  each  clerk  of  checking 
the  major  part  of  his  work  early  in  the  day. 

The  In-Clearing  Book  of  each  clerk  ought  to  agree,  of 
course,  with  the  portions  relating  to  him  of  the  Out- 
Clearing  Books  of  the  other  twenty-six  clerks.  Each  clerk 
agrees  his  balance  one  by  one  with  the  other  twenty- six. 
If  he  is  right  with  all,  then  he  balances,  and  there  is  no 
further  trouble,  but  if  he  is  wrong  with  any,  to  any  large 
amount,  he  is  bound  to  discover  his  error  before  leaving 
the  house.  A  difference  of  .£1500  over  (the  In-Clearing 
clerk  being  always  supposed  to  be  right),  or  of  less  than 
.£1000  short,  is  allowed  to  stand  over  till  the  following 
day  if  it  cannot  readily  be  discovered. 
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The  country  clearing  (which  was  introduced  by  Sir 
John  Lubbock  in  1858)  opens  on  ordinary  days  at  twelve 
o'clock  and  closes  for  delivery  of  cheques  thereinto,  and 
also  for  returns,  at  half -past  twelve.  The  country  cheques 
delivered  to  and  by  the  respective  banks  must  all  be 
agreed,  and  the  country  clearing  must  close  by  2.15 
o'clock.  The  course  of  the  manipulation  of  the  country 
clearing  is  obvious.  Every  bank  in  London  receives  during 
the  day  a  large  number  of  cheques  upon  country  bankers. 
Upon  these  cheques  the  name  of  the  London  agent  is 
printed.  Every  clearing  banker  in  London  is  the  agent 
for  one  or  more  of  the  country  banks.  The  London  and 
Westminster  Bank  is  the  London  agent  for  the  North  and 
South  Wales  Bank,  the  Nottingham  and  Notts  Bank,  and 
Hall,  Lloyd  and  Co.,  Brighton,  for  instance.  Barclay, 
Bevan  and  Co.  are  the  London  agents  for  the  Cumberland 
Union  Bank,  Grurney's  Birkbeck  and  Co.,  and  J.  Back- 
house and  Co.  On  the  cheques  of  the  six  country  banks 
mentioned,  the  names  of  the  London  and  Westminster 
Bank,  or  Barclay,  Bevan  and  Co.,  are  printed  as  their 
respective  agents.  So  when  the  clearing  clerks  of  each 
bank  get  such  cheques  from  the  cashiers,  and  from  the 
correspondence  department,  and  from  all  the  other  sources 
whence  they  may  come,  they  proceed  to  deal  with  them  as 
they  do  with  the  town  cheques.  That  is  to  say,  they  sort 
them  out  in  batches  according  to  the  London  agents' 
names,  then  enter  the  amounts  in  their  books,  and  then 
deliver  them  in  the  clearing  to  the  respective  London 
bankers,  agents  for  the  country  bankers.  No  credit  is 
given  in  the  clearing  for  these  country  cheques  on  the  day 
on  which  they  are  delivered.  The  amounts  are  simply 
agreed  by  the  delivering  clerks  and  the  receiving  clerks, 
and  then  the  articles  are  taken  to  the  respective  banks, 
whence  they  are  sent  by  post  the  same  evening  to  the 
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country  bankers  upon  whom  they  are  drawn.  If  these 
cheques,  on  reaching  their  destination,  are  found  to  be  in 
order,  they  are  credited  in  account  with  the  London  agent 
and  advised ;  but  if  any  of  them  are  not  in  order,  either 
through  insufficient  funds,  or  irregular  indorsement,  or 
any  other  cause,  such  irregular  cheques  are  returned  direct 
to  the  banker  whose  crossing  they  bear.  All  country 
cheques  not  returned,  or  advised,  by  the  morning  of  the 
third  day,  are  assumed  to  be  paid,  and  credit  is  accord- 
ingly given  for  them  in  the  clearing  of  that  day,  and  the 
amount  is  settled  for,  along  with  those  advised  paid,  in 
the  final  balance.  All  country  cheques  held  by  London 
bankers  returned  unpaid,  must  be  returned  into  the  hands 
of  the  clerk  representing  the  delivering  bank  by  half -past 
twelve  on  the  morning  of  the  third  day,  and  they  are 
simply  deducted  from  the  total  of  the  country  cheques  on 
the  day  of  settlement,  and  the  balance  only  is  settled  in 
the  final  amount. 

The  balance  only  of  the  country  clearing  is  brought 
into  the  final  settlement  on  the  town  clearing  balance 
sheet,  as  will  be  seen  on  reference  to  the  form  given  on 
page  333. 

The  C.  H.  on  the  same  form  means  "  Clearing-House," 
and  is  meant  for  the  adjustment  of  differences. 

Having  given  a  description  of  the  operations  of  the 
clearing  and  the  means  by  which  these  are  carried  out,  it 
now  remains  for  us  to  describe  the  process  of  the  final 
balancing  and  the  mode  of  settlement  of  the  entire 
clearing. 

"We  shall  suppose  that  each  clerk  has  balanced  with  his 
twenty-six  neighbours.  He  then  proceeds  to  fill  in  the 
balances,  in  his  favour  or  against  him,  as  the  case  may  be, 
on  his  Clearing  Balance  Sheet  (see  form).  For  the  sake 
of  example  we  shall  take  the  National  Provincial  Bank's 
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balance  sheet,  and  shall  suppose  that  three-fourths  of  the 
other  clearing  bankers  are  due  that  bank  balances  of 
various  amounts  aggregating  the  sum  of  ,£999,000  19s.  llcZ., 
and  that  -that  bank  are  due  the  remaining  fourth  of  the 
clearing  bankers  various  balances  amounting  in  the  aggre- 
gate to  the  sum  of  .£762,956  17s.  9cL  There  is  thus 
a  balance  in  favour  of  the  National  Provincial  Bank  of 
.£236,044  2s.  2d.  This  balance  is  not  brought  into  the  till 
of  the  National  Provincial  Bank  in  cash  and  bank  notes, 
as  would  have  been  the  case  prior  to  1854.  It  is  simply 
transferred  to  the  credit  of  their  account  at  the  Bank  of 
England,  out  of  the  account  kept  at  the  same  institution 
called  the  "  Clearing  Bankers'  Account." 

The  following  are  the  forms  used  in  making  such  a 
transfer. 

(No.  1.) 
SETTLEMENT  AT  THE  CLEARING-HOUSE. 

London,  ,  1880. 

To  the  Cashiers  of  the  Bank  of  England. 

Be  pleased  to  credit  our  account  the  sum  of  Two  hun- 
dred and  thirty-six  thousand  and  forty-four  pounds  2s.  2d. 
out  of  the  money  at  the  credit  of  the  account  of  the 
Clearing  Bankers. 

For  the  National  Provincial 

Bank  of  England, 
.£236,044  2s.  2d.  A  B 

Seen  by  me 
Inspector  at  the  Clearing-House. 

For  which  the  Bank  gives  the  following  certificate : — 
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(Xo.  2.) 

SETTLEMENT  AT  THE  CLEAKING-HOUSE. 
Bank  of  England. 


The  account  of  the  National  Provincial  Bank  of  England 
has  this  evening  been  credited  with  the  sum  of  Two 
hundred  and  thirty-six  thousand  and  forty-four  pounds 
•2s.  2rf.  out  of  the  money  at  the  credit  of  the  account  of 
the  Clearing  Bankers. 

For  the  Bank  of  England, 

.£236,044  2*.  2-7. 

On  the  other  hand,  let  us  suppose  that  the  final  balance 
of  the  clearing  instead  of  being  in  favour  of  a  banker  is 
against  him.  For  the  sake  of  further  example,  we  shall 
suppose  that  Barclay  and  Co.  are  due  two-fifths  of  the 
other  clearing  bankers  various  balances  amounting  in  all 
to  =£736,504  3s.  Sd.,  and  that  the  remaining  three-fifths 
are  due  them  various  balances  amounting  in  all  to 
£685,302  19s.  6d.  In  this  case  it  will  be  seen  that  instead 
of  having  to  receive  from,  they  have  to  pay  to,  the  clearing 
the  sum  of  £51,201  4s.  2d.  And  here  again,  instead  of 
having  to  receive  so  many  bank  notes  and  gold,  silver,  and 
copper,  from  those  bankers  whose  balances  were  in  favour 
of  Barclay  and  Co.,  and  paying  in  a  similar  manner  those 
bankers  whose  balances  were  against  them,  as  they  would 
have  had  to  do  prior  to  1854,  Barclay  and  Co.  now 
would  have  to  settle  the  final  balance  against  them  by 
simply  giving  the  following  order  on  the  Bank  of  Eng- 
land : — 
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SETTLEMENT  AT  THE  CLEAKING-HOUSE. 

London, ,  1880. 

To  the  Cashiers  of  the  Bank  of  England. 

Be  pleased  to  transfer  from  our  account  the  sum  of 
Fifty- one  thousand  two  hundred  and  one  pounds  4s.  2d., 
and  place  it  to  the  credit  of  the  account  of  the  Clearing 
Bankers,  and  allow  it  to  be  drawn  for  by  any  of  them  (with 
the  knowledge  of  either  of  the  Inspectors  signified  by  his 
countersigning  the  Drafts). 

Barclay  and  Co. 

£51,201  4s.  2cZ. 

For  which  the  Bank  signs  the  following  certificate : — 


SETTLEMENT  AT  THE  CLEAKING-HOUSE. 
Bank  of  England. 


1880. 


A  transfer  for  the  sum  of  Fifty-one  thousand  two 
hundred  and  one  pounds  4s.  2d.  has  this  evening  been 
made  at  the  Bank  from  the  account  of  Messrs.  Barclay 
and  Co.  to  the  account  of  the  Clearing  Bankers. 

For  the  Bank  of  England, 

£51,201  4s.  2d. 

This  certificate  has  been  seen  by  me 
Inspector. 

It  is  plain  that  by  the  operation  of  the  account  of  the 
clearing  bankers  kept  at  the  Bank  of  England,  into  which 
those  clearing  bankers  whose  balances  are  against  them, 
pay,  and  out  of  which  those  bankers  whose  balances  are  in 
their  favour,  draw,  the  gigantic  transactions  of  the  London 
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Clearing-House  are  day  by  day  settled  without  the  aid  of 
a  single  penny. 

To  show  the  enormous  operations  passed  annually 
through  the  Clearing-House,  and  the  economic  effects 
involved  therein,  -we  append  a  table  of  the  statistics 
collected  by  Sir  John  Lubbock  during  the  past  thirteen 
years : — 

TABLE  showing  the  total  amount  of  Bills,  Cheques,  $c.,  paid  at  the 
Clearing-House  during  each  year  (ending  April  30th)  from  1867-8  till 
1879-80,  together  with  the  amounts  on  the  fourths  of  the  month,  on  the 
Stock  Exchange  Settling  Lays,  and  on  the  Consols  Settling  Days. 


Total  for  the 
Year. 

On  Fourths 
of  the  Month. 

On  Stock  Ex- 
change Account 
Days. 

On  Consols 
Settling  Days. 

£ 

£ 

£ 

£ 

1867-1868 

3.257,411,000 

147.113,000 

444,443,000 

132.293,000 

1868-1869 

3^534,039,000 

161,861,000 

550,622,000 

142.270,000 

1869-1870 

3,720,623,000 

168,523,000 

594,763,000 

148,822,000 

1  1870-1871 

4J018,464,000 

186.517,000 

635,946,000 

169,141,000 

1871-1872 

5,359,722,000 

229^629,000 

942,446,060 

233,843,000 

1872-1873 

6,003,335,000 

265^965,000 

1,032,474,000 

243.561,000 

1873-1874 

5,993,586,000 

272,841,000 

970,945,000 

260,072,000 

1874-1875 

6,013,299,000 

255.950,000 

1,076,585.000 

260,338,000 

1875-1876 

5,407,243,000 

240,807,000 

962,595^000 

242,245,000 

1876-1877 

4.873,000,000 

231,630.000 

718,793,000 

223.756,000 

1877-1878 

5,066.533,000    224.190,000 

745,665,000 

233,385,000 

1878-1879 

4,885,091,000    212.241,000 

811,072.000 

221.264,000 

1879-1880 

5,265,976,000    218,477,000 

965,533,000     233,143,000 

There  are  also  clearing-houses  established  in  Man- 
chester, Liverpool,  and  Newcastle.  In  Ireland,  also,  the 
system  has  long  been  in  operation ;  while  in  Scotland,  as 
has  already  been  said,  the  plan  of  clearing  was  first  intro- 
duced into  this  country,  and  was  first  reduced  to  a  scien- 
tific system.  All  clearing-houses  in  the  country  perform 
precisely  the  same  functions  as  the  London  Clearing- 
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House,  and  therefore  no  lengthened  description  of  them 
is  necessary.  No  doubt  their  arrangements  and  systems 
differ  in  some  cases  in  detail,  but  for  all  practical  purposes 
the  description  of  the  London  system  will  be  sufficient. 

As  an  example  of  the  economy  of  labour  which  can  often 
be  effected,  it  may  be  worth  mentioning  that  in  Scotland 
the  banks  use  clearing  books  having  every  alternate  sheet 
perforated  down  the  inside  margin.  The  charges  against 
the  other  banks  are  written  up  in  pencil  on  the  unper- 
forated  sheets,  and  by  the  aid  of  a  sheet  of  carbonized 
paper  placed  underneath,  an  impression  of  the  items  is 
taken  on  the  perforated  sheets.  These  duplicates  are  then 
torn  out  and  handed  over  with  the  relative  articles  to  the 
clerks  of  the  other  banks,  who  simply  compare  the  one 
with  the  other  and  so  save  the  time  and  trouble  of  taking 
down  afresh  in  their  own  books  the  amounts  of  the 
various  articles.  When  the  clerks  return  to  their  respec- 
tive banks,  these  duplicates  are  gummed  upon  the  margins 
from  which  their  own  delivering  sheets  had  been  detached, 
and  so  in  one  book  there  is  a  handy  record  of  the  articles 
delivered  to,  and  the  articles  received  from,  each  bank, 
following  each  other. 

Copies  in  pencil  of  course  are  not  so  permanent  as 
records  in  ink,  but  this  is  really  no  objection  to  the  system, 
as  the  copies  are  sufficiently  permanent  for  all  necessary 
purposes.  All  abstracts  of  totals,  balances,  &c.,  are  of 
course  kept  in  permanent  form  in  books  written  up  in  ink. 

If  such  a  system  is  not  adapted  for  the  London  clearing, 
it  is  at  least  a  question  whether  some  such  plan  as  that  men- 
tioned above  might  not  be  adopted  in  the  remittance  by 
country  bankers  of  dividend  warrants,  so  that  these  might 
pass  in  bulk  to  the  debit  of  the  various  railway  and  other 
accounts,  instead  of,  as  now,  being  taken  down  singly  at 
the  Clearing-House. 


PRACTICE    OF   BANKING. 


333 


SPECIMEN  FORM  OF  THE  LONDON  BANKERS'  CLEARING 
BALANCE  SHEET. 

THE  NATIONAL  PROVINCIAL  BANK  OF  ENGLAND. 
Debtors.  Creditors. 


Alliance 

Barclay 

Barnett 

Bosanquet 
Brown 

Central 

City 
Consolidated 

Counry 

Dimsdale 
Fuller 

Glyn 
Imperial 
Joint 

Bank 

Lo^  &  South 

West". 

London  &  Westr. 

Martin 

Metropolitan 
National 

Presort  t 

Robarts 

Sonthwark  l 

Smith 

Union 

Williams 

Country  Clearing 
C.H. 

1  This  is  the  Southwark  brunch  of  the  London  and  Westminster  Bank, 
which  clears  separately. 
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SECTION  XXXVI. 

THE  PANICS  OF  1857  AND  OF  1866. 

A /TE.  GILBAET'S  estimate,  in  a  former  section,  of  the 
•*•*-*•  effects  of  the  Bank  Charter  Act  of  1844,  in  producing 
that  singularly  similar  sequence  of  variations  in  the  rate 
of  interest  "  to  which  we  must  always  be  liable  as  long  as 
our  currency  is  regulated  by  the  Act,"  has  been  amply 
verified  by  subsequent  experience.  Nor  are  these  fluctua- 
tions of  rise  and  fall  in  the  bank  rate  more  marked  in  the 
regularity  of  their  fitf  ulness,  than  is  the  recurrence  of  those 
far  more  momentous  periodic  changes  in  the  money 
market  which  entail  misery  iTpon  thousands  of  happy 
households,  and  even  bring  nations  themselves  to  the 
verge  of  bankruptcy. 

It  has  been  remarked  that  panics  recur  at  regular  inter- 
vals of  about  ten  years  each  ;  nor  can  this  be  wondered  at, 
seeing  that  the  years  1825,  1837,  1847,  1857,  and  1866 
have,  from  various  causes,  been  marked  by  the  catas- 
trophes so  named.  Judging  by  this  recurrence  of  disasters 
at  an  apparently  fixed  period,  it  is  not  surprising  that  in 
the  popular  mind  there  seems  to  be  a  belief  that  a 
•cycle  exists,  fated  to  bring  in  its  train  ruin  to  the  mone- 
tary world  and  to  millions  outside  of  it.  The  dominant 
•causes  of  the  panics  of  the  years  specified,  and  their  dis- 
tinguishing characters,  differ  in  some  essential  particulars. 
In  one  feature,  indeed,  they  are  all  alike — the  unreasoning 
fear  which  heralds,  accompanies,  accelerates,  and  some- 
times produces  them, 
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Like  tlie  awful  panic  of  1825,  that  of  1857  came  suddenly 
upon  the  public.  A  general  delusion  had  prevailed  in  the 
former  year,  countenanced  by  the  speeches  from  the  throne 
on  the  opening  and  on  the  prorogation  of  Parliament,  as 
well  as  by  the  complacent  remarks  of  members  of  both 
Houses,  that  the  country  was  about  to  enjoy  an  era  of  un- 
exampled prosperity.  Peru  and  Mexico  were  to  pour  into 
her  lap  the  fabled  wealth  of  El  Dorado,  and  the  golden 
sands  of  Pactolus  to  be  eclipsed  by  the  treasures  which 
every  tide  would  bring  up  the  Thames.  By  the  end  of 
the  year  those  fairy  visions  had  disappeared  before  stern 
realities.  It  was  the  same  in  1857.  Families  that  had 
been  living  in  opulence,  were  in  a  few  brief  agonizing 
hours  reduced  to  beggary  and  plunged  in  despair — their 
fortunes  gone,  their  hopes  dreams.  Labour  was  driven 
from  its  accustomed  fields ;  commerce  laid  prostrate ; 
credit  all  but  extinct ;  energy  paralyzed ;  fear  and  distrust 
in  the  ascendant ;  and  enterprise  a  departed  spirit.  The 
gloom  was  universal,  for  thousands  in  every  rank  of  life 
were  ruined. 

In  sober  truth,  the  crisis  of  1857  fell  upon  the  commer- 
cial world  like  a  thunderbolt.  Notwithstanding  the  extra 
expenditure  entailed  by  the  Crimean  war,  peace  was  con- 
cluded before  the  national  resources  had  been  strained 
beyond  the  limit  their  strength  could  bear. 

"A  period  of  nearly  ten  years,"  says  an  able  writer, 
"  uneventful  as  far  as  commercial  disaster  is  concerned, 
may  be  passed  over  in  silence,  except  to  remark  that  in 
1852  consols  attained  their  maximum  price  since  1737, 
namely  lOlf .  The  beginning  of  the  memorable  year,  1857, 
seemed  to  promise  a  long  period  of  commercial  ease,  but 
the  outbreak  of  the  mutiny  in  India,  the  consequent  sus- 
pension of  remittances  from  that  quarter,  and  the  inverse 
demand  for  specie,  the  demand  for  capital  to  supply  mate- 
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rials  of  war  to  the  brovernment  and  the  East  India  Com- 
pany— all  those  causes  tended  to  depress  the  funds.  In 
January  they  reached  94| ;  in  November,  they  fell  to  87i 
— lower  than  at  any  time  since  January,  1856,  during  the 
pressure  of  the  Eussian  war."  : 

Even  so  late  in  the  year  as  the  mouth  of  August,  the 
public  were  unapprehensive  of  the  storm  soon  to  ensue, 
and  few  or  none  foresaw  the  severity  with  which  it  would 
rage.  During  the  inquiry  which  followed,  the  Governor 
of  the  Bank  stated : — 

"  Things  were  at  this  time  pretty  stationary ;  the  pros- 
pects of  harvest  were  very  good ;  there  was  no  apprehen- 
sion that  commerce  was  otherwise  than  sound.  There 
were  certain  more  far-seeing  persons  who  considered  that 
the  great  stimulus  given  by  the  war  expenditure,  which 
had  created  a  very  large  consumption  of  goods  imported 
from  the  East  and  other  places,  must  now  occasion  some 
collapse ;  and  still  more  those  who  observed  that  the  mer- 
chants, notwithstanding  the  enhanced  prices  of  produce, 
were  nevertheless  importing  as  they  had  done  successfully 
in  the  previous  years.  But  the  public  generally  viewed 
trade  as  sound,  and  were  little  aware  that  a  crisis  of  any 
sort  was  impending,  far  less  that  it  was  so  near  at  hand." 

The  crisis  of  1847  had  been  owing  chiefly  to  excessive 
railway  speculations  at  home;  this  of  1857  was  mainly 
due  to  over-trading  abroad. 

About  the  middle  of  September  the  mails  brought  dis- 
astrous news  from  the  United  States.  American  railway 
securities  had  fallen  nearly  20  per  cent.  The  railway 
accounts  had  long  been  "  cooked,"  and  the  too  well-known 
results  of  the  process  followed  —  sudden  and  enormous 
depreciations  of  railway  stock,  widely-spread  distrust,  a 

1  "  Commercial  Panics,"  by  Arthur  Locker :  Companion  to  the  British 
Almanac.  1867. 
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drain  upon  the  American  banks,  and  failures  shaking 
commercial  credit  to  its  centre.  The  proximate  cause  of 
this  terrible  crisis  in  America  was  the  stoppage  of  the 
Ohio  Land  and  Trust  Company  ;  an  establishment  which 
made  advances  on  financial  securities,  and  \vhich,  at  the 
time  it  stopped  payment,  held  deposits  to  the  amount  of 
<£'!, 200,000.  Hereupon,  a  deliberately  planned  system  of 
"  bearing "  operations  was  put  in  movement,  which  was 
described  in  the  "  Times "  City  article  of  September  10, 
1857,  as  follows  : — 

"  There  is  actually  a  powerful  combination  for  the 
avowed  purpose  of  bringing  all  the  principal  undertakings 
to  ruin.  A  large  body  of  active  persons  are  known  to  be 
associated  for  the  purpose  :  they  influence  the  press  to 
work  out  their  views,  and  are  alleged  not  merely  to  operate 
with  a  joint  capital,  but  to  hold  regular  meetings,  and 
permanently  retain  legal  advisers,  whose  chief  vocation,  it 
may  be  assumed,  is  to  discover  points  that  may  enable  the 
validity  of  each  kind  of  security  to  be  called  in  question, 
and  thus  to  create  universal  distrust/' 

The  downfall  of  the  Ohio  Land  and  Trust  Company  had 
been  quickly  followed  by  the  failure  of  150  banks  in 
Pennsylvania,  Maryland,  Virginia,  and  Rhode  Island  ;  and 
since  no  less  than  eighty  millions  of  American  railway 
stock  were  computed  to  be  held  in  England,  a  large 
demand  for  bullion  on  American  accotint  set  in  here.  The 
run  for  deposits  in  specie  on  the  Xew  York  banks  brought 
about  by  the  villainous  "bearing"  organization  noticed 
above,  swelled  distrust  in  America  into  a  panic,  which 
soon  reacted  on  England.  By  the  middle  of  October 
failures  began  to  be  numerous  here.  Liverpool  and 
Glasgow,  ever  necessarily  the  most  sensitive  to  fluctua- 
tions in  the  American  markets,  exhibited  unmistakable 
indications  of  the  probable  severity  of  the  coming  storm. 

II.  Z 
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Kumours  spread  affecting  the  Borough  Bank  of  Liver- 
pool l  and  the  Western  Bank  of  Scotland  ;  and  the  alarm 
in  London,  where  failures  were  following  in  quick  succes- 
sion, rose  to  its  height  when,  on  November  7th,  the  great 
firm  of  Dennistoun  and  Co.,  which  had  numerous  agencies 
in  America  and  Australia,  stopped  payment,  with  liabilities 
of  about  two  millions ;  and  when,  on  the  morning  of  the  9th, 
news  arrived  of  the  failure  of  the  Western  Bank  of  Scot- 
land for  between  six  and  seven  millions.  Together  with 
this  intelligence  came  a  call  for  gold  from  Scotland,  a 
most  unexpected,  because  unusual  and  exceptional  circum- 
stance at  that  time  of  the  year.  Three  hundred  thousand 
sovereigns  were  despatched  to  meet  this  demand ;  and 
when,  on  the  llth  of  November,  the  city  was  excited  by 
the  suspension  of  Sanderson  and  Co.,  a  great  discount 
house,  with  liabilities  to  the  amount  of  upwards  of  five 
millions,  when  further  demands  for  gold  came  from  Scot- 
land, when  large  calls  followed  from  Ireland  as  well,  when 
failure  succeeded  failure,  and  the  utter  rottenness  which 
had  pervaded  the  commercial  world  became  apparent,  and 
general  bankruptcy  seemed  imminent — recourse  was  had, 
for  the  second  time,  to  the  panacea — suspension  of  the 
Bank  Act  of  1844.  Government  authorized  the  Bank  of 
England  to  exceed  the  prescribed  limit  of  its  issues  by 
discounts  and  advances  upon  approved  securities. 

This  authorization,  which  was  given  on  the  12th,  at 
once  quieted  the  public  mind ;  but  there  was  this  notable 
difference  between  the  effects  of  the  first  suspension  of 
the  Act  in  1847  and  of  the  present,  that  whereas  in  that 
year  the  mere  notice  of  suspension  had  operated  as  a  charm, 
and  notes  to  the  amount  only  of  ,£400,000  were  actually 
issued  in  excess  of  the  statutory  limit, — in  1857  the  bank 
issued,  from  November  13th  to  the  end  of  the  month, 
1  Not  long  afterwards  it  stopped  payment. 
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no  less  than  ,£6, 776,000  of  notes  beyond  the  limit 
(£14,475,000)  fixed  by  the  Act.1  Nor  did  the  reverses 
consequent  upon  fraudulent  financial  management  and 
reckless  overtrading  end  with  the  allaying  of  the  general 
panic.  Trade  with  America  had  acquired  such  develop- 
ment here  and  on  the  continent,  in  Germany  especially, 
that  failures  in  the  Hanse  Towns  and  other  centres  of 
commerce  brought  about  the  downfall  of  many  English 
houses  in  this  connection,  and,  superadded,  were  stoppages 
of  large  firms  connected  with  the  Baltic  trade ;  among 
them  the  Northumberland  and  Durham  Bank  for  three 
millions — so  that  it  was  hardly  before  the  close  of  1858 
that  the  collapse  of  dishonest  trading  and  fictitious  credit 
was  complete,  and  commercial  affairs  resumed  their  legiti- 
mate course. 

We  have  said  that  the  crisis  came  upon  the  world  without 
a  note  of  warning,  and  remarked  that  the  consequences  of 
the  financial  earthquake  which  shook  the  moneyed  insti- 
tutions of  America  to  their  base,  were  severely  felt  on  the 
continent,  as  well  as  in  the  United  Kingdom.  In  the 
autumn  of  1857  (August  17)  the  Bank  of  England  entered 
into  a  negotiation  with  the  East  India  Company  to  supply 
a  million  in  specie  for  transmission  to  the  East.  At  this 
date  the  bullion  was  .£10,606,000,  the  reserve  £6,296,000, 
and  the  rate  of  discount  5f .  By  the  8th  of  October,  the 
bullion  had  fallen  to  £9,751,000,  the  reserve  to  £4,931,000, 
and  discount  was  raised  to  6  per  cent.  On  the  12th,  the 
rate  was  raised  to  7  per  cent.,  and  on  the  19th  to  8  per 
cent.  By  this  time  the  bullion  had  sunk  to  £8,991,000, 
and  the  reserve  to  £4,115,000.  At  Paris,  discount  had 
risen  to  7|,  and  at  Hamburgh  to  9  per  cent.  On  the  5th 
of  November  the  Bank  of  England  raised  its  rate  to  the 
latter  figure,  and  on  the  9th,  to  10  per  cent. ;  whilst  the 
1  Now  raised  to  £15,000,000. 
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Bank  of  France  raised  its  rates  to  8,  9,  and  10  per  cent,  for 
one,  two,  and  three  months.  By  the  llth,  the  bullion  in 
the  bank  was  reduced  to  .£6, 666,000,  and  the  reserve  to 
.£1,462,000.  So  that  at  this  date  there  was  a  decrease, 
since  the  middle  of  August,  of  about  four  millions  in 
the  bullion,  and  of  close  upon  five  millions  in  the  reserve. 
As  soon  as  the  pressure  had  begun  to  be  felt,  a  great 
demand  for  gold  on  American  account  had  set  in  ;  and 
in  the  interval  between  this  period  and  the  rise  of  the 
crisis  to  panic  height,  large  amounts  of  specie  had  to  be 
sent  to  Scotland  and  Ireland,  whilst  the  discounts  mean- 
time were  in  proportion  to  the  magnitude  of  the  calls  for 
assistance ;  on  the  12th,  they  amounted  to  .£2,373,000. 
The  state  to  which  the  bank  was  reduced  on  the  evening 
of  this  eventful  Thursday,  when  the  Act  was  suspended, 
is  shown  by  the  startling  fact  that  its  total  reserve  in  Lon- 
don was  but  .£384,144,  and  at  its  branches,  only  ,£196,60 7 
more.  The  bankers'  balances  alone  against  it  on  this  very 
evening  were  .£5,458,000.  It  is  clear,  therefore,  that  but 
for  the  suspension  of  the  Act  the  bank  must  have  stopped. 
The  "  Times  "  observed : — 

"  On  the  merits  of  this  step  "  (the  suspension)  "  we  will 
say  but  little.  It  may  be  consistent  with  the  maxims  of 
political  economy  to  regulate  the  issue  of  notes  in  ordinary 
times,  and  thus  to  check  rash  speculation  and  the  embarka- 
tion in  business  of  men  destitute  of  capital,  while  when 
an  actual  dearth  of  money  prevails,  the  chief  banking  in- 
stitution of  the  country  may  be  allowed  to  extend  its  issue 
of  notes  under  a  public  guarantee.  But  if  such  is  to  be 
the  principle  of  our  monetary  system,  the  sooner  it  is  em- 
bodied into  a  law  the  better.  If  the  bank  is  to  extend  its 
legal  issue  of  notes  as  often  as  its  rate  of  discount  is 
necessarily  raised  above  a  certain  point,  then  an  Act  of 
Parliament  should  establish  the  practice  on  sound  and  in- 
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telligible  principles.  The  commercial  interests  of  the 
country  should  not  be  subjected  to  a  system  by  which  a 
law  is  obeyed  as  long  as  obedience  is  easy,  and  temporarily 
swept  away  as  often  as  pressure  or  panic  supervenes.  The 
houses  which,  in  1847  and  1857  have  stopped  payment 
before  the  relaxation  of  the  law,  may  well  complain  that, 
while  they  have  been  crushed  by  the  operation  of  the  Bank 
Charter  Act,  others  not  more  solvent  or  of  higher  standing 
than  themselves  have  been  saved  by  the  suspension  of  it." 
The  commercial  atmosphere  having  been  cleared  by  the 
monetary  hurricane  of  1857,  a  period  of  comparative  tran- 
quillity ensued.  The  bank  rate  of  discount  was  not 
reduced  below  5  per  cent,  until  the  bullion  in  its  vaults 
exceeded  £'15,000,000;  but,  generally  speaking,  its  rate 
was  moderate  throughout  1859  and  1860,  and,  with  the 
exception  of  a  rise  to  8  per  cent,  in  1861,  which  was  but 
of  brief  duration,  the  same  may  be  observed  of  that  year 
and  of  1862.  Owing  to  the  large  issues  of  paper  money 
in  America  by  the  belligerent  governments  of  the  North 
and  South,  bullion  soon  disappeared  from  circulation  in 
the  warring  States,  and  floated  hither.  Hence  money  was 
plentiful  and  its  price  easy.  But  the  advantage  was  soon 
more  than  counterbalanced  by  the  monetary  derangement 
ensuing  from  the  absence  of  the  supply  of  cotton  from 
the  Southern  States — itself  a  consequence  of  the  civil  war 
then  and  there  raging.  The  price  of  this  great  staple  of 
British  manufacture  rapidly  rose.  Supplies  had  to  be 
sought  from  new  sources,  and  had  to  be  paid  for  in  cash. 
The  drain  which  then  set  in,  and  the  apprehension  of  over- 
speculation  excited  by  the  number  of  new  companies 
forming  under  the  Limited  Liability  Act,  which  came  into 
operation  at  this  conjuncture,  caused  a  general  uneasiness. 
This  state  of  feeling  commenced  in  the  fall  of  1863.  Be- 
tween this  date  and  the  summer  of  1864  the  fluctuations 
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in  the  bank  rate  of  discount  evidenced  the  feverish  condi- 
tion of  the  country.  On  one  occasion  the  Bank  of  England 
raised  its  rate  twice  in  one  week,  from  5  to  6,  and  then  to 
7  per  cent.  This  was  in  the  winter  of  1863  ;  and  again  in 
May,  1864,  it  raised  its  rate,  twice  in  one  week,  to  9.  In 
fact,  the  rate  of  discount  during  this  period  was  continu- 
ally oscillating.  Similar  disturbance  of  the  money  market 
was  manifested  in  France ;  occasioned,  primarily,  by  the 
American  civil  war,  and  the  failure  in  the  supply  of  cotton. 
Large  amounts  of  specie  were  drawn  from  the  Bank  of 
France,  which  raised  its  rate  of  discount  several  times, 
concurrently  with  the  Bank  of  England,  and  to  the  same 
figure. 

"  Already  in  March,  1864,"  writes  Mr.  Macleod,  "  the 
number  of  new  companies  formed  under  the  Limited 
Liability  principle  gave  great  uneasiness.  Up  to  that 
time  it  appeared  there  were  263  companies  formed,  with  a 
nominal  capital  of  .£78,135,000,  out  of  which  27  were 
banks,  and  15  discount  companies.  In  August,  1864,  the 
long-dated  acceptances  of  the  new  financial  companies 
began  to  press  on  the  market,  and  lay  the  foundation  of 
the  crisis  of  1866." 

On  the  20th  of  June,  1865,  the  rate  of  discount  reached 
its  minimum,  3  per  cent.  From  the  3rd  of  August  to  the 
28th  of  September,  the  minimum  rate  of  discount  was  4 
per  cent. ;  on  the  28th  of  the  same  month  it  was  raised  to 
4|,  on  the  2nd  of  October  to  5,  on  the  5th  to  6,  and  on  the 
7th  to  7  per  cent. — a  rise  of  3  per  cent  in  nine  days.  In 
November  a  drain  set  in  of  gold  to  Paris,  and  of  silver  to 
the  East.  The  bank  raised  its  rate  in  January,  1866, 
from  7  to  8.  At  the  same  time,  the  Bank  of  France  raised 
its  rate  from  4  to  5  per  cent. ;  and  this  simultaneous  rise 
seems  to  have  exercised  a  healthy  influence  upon  jobbers 
and  speculators.  February,  1866,  was  a  period  of  intense 
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perturbation  among  the  holders  of  miscellaneous  securities. 
Some  large  firms  engaged  in  railway  contracts  suspended 
payment.  Investments  became  unmarketable  which  a  few 
months  before  had  been  eagerly  sought  after,  and  the 
public  scouted  concerns  which  had  "floated"  readily 
during  the  Limited  Liability  mania.  Suspicion  every- 
where prevailed,  and  all  kinds  of  securities  were  thrown 
upon  the  market  at  once.  And,  finally,  a  large  percen- 
tage of  the  companies  formed  under  the  Limited  Liability 
Act  of  1862  were  daily  wound  up,  to  the  serious  hindrance 
of  the  ordinary  business  of  the  courts. 

But  it  was  the  break-up  of  the  Joint- Stock  Discount 
Company,  which  first  raised  any  acute  alarm ;  then  followed 
the  stoppage  in  April  of  Barned's  Bank,  at  Liverpool,  with 
liabilities  of  three  and  a  half  millions.  The  fright  cul- 
minated into  universal  panic.  On  the  3rd  of  May,  the 
bank  raised  its  discount  from  6  per  cent.,  the  quotation  for 
the  previous  month,  to  7  ;  on  the  8th,  to  8  ;  on  the  9th  to 
9.  And  on  the  10th  the  most  disastrous  failure  that  ever 
filled  the  City  with  panic  and  dread,  the  stoppage  of  the 
great  house  of  Overend,  Gurney,  and  Co.,  for  upwards  of 
ten  millions  sterling,  took  place,  and  the  bank  raised  their 
rate  to  10  per  cent.  This  momentous  news  was  only 
known  after  banking  hours  ;  but  when  made  public  by  the 
papers  the  next  morning,  that  of  Friday,  the  llth,  the 
scene  of  excitement  which  then  took  place  is  said  to  have 
thrown  all  previous  wild  terrors  of  the  kind  into  the  back- 
ground ;  it  was,  said  the  Chancellor  of  the  Exchequer, 
next  evening  in  the  House  of  Commons,  declared  by  the 
oldest  inhabitants  of  the  City  to  have  been  without  a 
parallel. 

The  following  was  the  account  given  by  the  "  Times,"  in 
its  impression  of  May  12, 1866,  of  this  bewildering  scene : 

"  The  doors  of  the  most  respectable  banking  houses 
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•were  besieged,  more,  perhaps,  by  a  mob  actuated  by  the 
strange  sympathy  which  makes  and  keeps  a  mob  together, 
than  by  creditors  of  the  banks  ;  and  throngs,  heaving 
and  tumbling  about  Lombard  Street,  made  that  narrow 
thoroughfare  impassable.  The  excitement  on  all  sides 
was  such  as  has  not  been  witnessed  since  the  great  crisis 
of  1825,  if  indeed  the  memory  of  the  few  survivors  who 
shared  that  panic  can  be  trusted  when  they  compare  it 
•with  the  madness  of  yesterday.  Nothing  had  happened 
since  the  day  before  to  justify  such  a  fear  as  was  every- 
where shown.  Rumour,  however,  like  the  false  woman  in 
the  Laureate's  legend,  '  ran  riot  amongst  the  noblest 
names,'  and  left  no  reputation  unassailed.  Each  man 
exaggerated  the  suspicions  of  his  neighbour ;  and  until  a 
report,  at  that  time  unfounded,  was  circulated  in  the  after- 
noon, that  the  Government  had  authorized  the  bank  direc- 
tors to  issue  notes  to  the  extent  of  five  millions  beyond 
the  limit  imposed  by  the  Bank  Charter  Act,  it  seemed  as 
if  the  fears  and  distrust  of  the  commercial  world  had 
become  boundless." 

A  writer  in  the  "  Bankers'  Magazine  "  says  : — 

"  A  greater  crash  has  never  taken  place  in  any  one  week 
in  any  country  in  the  world.  Looking  at  the  list  of  sus- 
pensions, it  will  be  seen  that  their  business  ramifications 
are  more  than  European.  More  or  less  they  embrace  all 
the  four  quarters  of  the  world,  and  we  have  yet  to  feel  the 
reaction  from  the  effect  which  the  news  will  produce  as  it 
extends  from  point  to  point." 

The  fever  was  at  its  height,  the  crisis  had  set  in,  and, 
for  the  third  time,  suspension  of  the  Bank  Charter  Act 
wrought  the  cure.  In  reply  to  the  questions  certain  to  be 
asked  in  the  House  of  Commons  on  emergencies  of  the 
kind,  the  Chancellor  of  the  Exchequer  said : — 

"  I  stated  in  the  commencement  of  $ie  evening  that 
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representations  had  been  made  to  me  from  quarters  of  the 
greatest  influence  and  credit  "with  respect  to  the  extraor- 
dinary state  of  the  market,  and  the  distress  prevailing  in 
the  city  to-day.  I  stated  that  those  representations  had 
come  to  me  from  gentlemen  representing  in  particular  the 
private  banks  of  London,  and  I  expected  that  I  should 
shortly  have  received  similar  representations  from  those 
connected  with  the  joint-stock  banks.  Those  representa- 
tions I  have  received  accordingly,  and  they  were  pressed 
even  more  earnestly  and  urgently  than  I  anticipated.  I 
stated  also,  at  the  time  when  I  had  the  honour  of  address- 
ing the  House,  that  the  effects  of  the  day's  proceedings 
through  the  Bank  of  England  had  not  been  fully  given  to 
us.  Since  then  we  have  become  acquainted  with  them,  and 
we  find  that  the  bank,  through  a  desire  to  extend  relief, 
has  raised  its  loans  and  discounts  to-day  to  a  sum  of  some- 
thing more  than  .£4,000,000.  The  effect  of  that  large 
accommodation  was  to  reduce  the  reserves  of  the  bank  to  a 
sum  not  very  far  short  of  .£3,000,000  of  money.  Under 
these  circumstances,  as  far  as  the  facts  are  known,  and  there 
being  no  reason  to  believe  that  any  great  change  has 
occurred  in  the  state  of  things,  the  estimate  is  sufficiently 
accurate  for  all  practical  purposes,  we  find  the  bank 
reserves  reduced  in  a  single  day  from  a  sum  approaching 
.£6,000,000  to  a  little  exceeding"  £3,000,000.  The  Govern- 
ment have  felt  that  this  is  a  state  of  things  which,  com- 
bined with  the  public  feeling,  calls  for  intervention  on  their 
part.  We  have  taken  the  opportunity  during  the  evening 
of  considering  the  state  of  the  facts,  and  the  result  has 
been  that  we  have  addressed  a  letter  to  the  governor  and 
deputy- governor  of  the  bank,  substantially  the  same  as 
was  addressed  to  those  high  officers  in  1847  and  1857. 
That  is  to  say,  if  the  bank,  proceeding  upon  its  URual 
prudent  rules  of  administration,  shall  find  occasion  to  make 
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such  advances  from  the  issue  department  as  shall  exceed 
the  limits  allowed  by  law,  we  recommend  that  they  should 
not  hesitate  to  make  that  issue,  and  we  undertake  to  make 
immediate  application  to  parliament  for  its  sanction. 
(Cheers.)  There  are  other  points  of  detail,  but  that  is  the 
substance  of  the  letter  which  shall  be  in  the  hands  of  the 
governor  and  deputy- govern  or  of  the  bank  to-morrow,  and 
which  I  earnestly  hope  may  have  the  effect  of  allaying  the 
feeling  of  uneasiness  which  prevails  in  the  country,  espe- 
cially as  it  does  not  arise  from  any  general  unsoundness 
in  the  condition  of  our  commercial  relations,  but  only  from 
causes  of  a  peculiar  and  specific  character.  In  that  respect 
we  are  able  to  draw  a  favourable  distinction  between  the 
present  crisis  and  others  in  former  times ;  but  there  is 
also  another  distinction,  and  that  is  the  extraordinary 
rapidity  with  which  the  crisis  has  come  upon  us,  and 
which  has  prevented  the  adoption  of  measures  which  other- 
wise would  have  been  taken  for  its  relief.  We  have  not, 
however,  hesitated  to  act,  to  address  ourselves  to  the  sub- 
ject with  all  the  means  in  our  power,  and  we  trust  that 
our  proceedings  will  meet  with  the  approbation  of  Parlia- 
ment." (Cheers.) 

The  foregoing  took  place  on  the  evening  of  the  llth  ; 
and  on  the  17th  the  Chancellor  was  again  interrogated  as 
follows : — 

Captain  Gridley  asked  the  Chancellor  of  the  Exchequer  : 
"  Whether  he  was  aware  that  the  directors  of  the  Bank 
of  England  had  declined  to  make  advances  upon  the 
lodgment  of  Government  securities,  on  the  ground  that 
they  ought  to  be  realized  ;  and  whether  he  considered  the 
directors  had  complied  with  the  expressed  understanding 
that  they,  on  getting  permission  to  increase  the  issue 
of  bank  notes,  were  to  afford  accommodation  to  bankers 
and  merchants." 
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Mr.  Wyld  asked  the  Chancellor  of  the  Exchequer  : 

"  If  it  were  true  that  the  Bank  of  England  had  refused 
to  make  advances  on  consols,  and  had  otherwise  neglected 
to  give  to  merchants,  bankers,  and  others,  the  accommo- 
dation not  only  implied,  but  expressed,  when  they  obtained 
power  to  increase  their  issue  of  notes." 

The  Chancellor  of  the  Exchequer  : 

••  It  may  be  convenient  that,  in  answering  the  questions 
of  the  hon.  members,  I  should  combine  them  together,  as 
they  are  so  nearly  akin.  In  the  first  place,  I  may  say  that 
I  have  not  received  complaints  from  any  persons  who  con- 
sider themselves  aggrieved  by  the  conduct  of  the  Bank  of 
England.  At  the  same  time,  certain  rumours  have  gone 
abroad,  and  it  is  in  respect  of  those  rumours,  as  embodied 
in  the  questions  of  the  hon.  members,  that  I  give  my  reply. 
The  two  points  principally  raised  are  these.  First,  whether 
I  am  aware  that  the  directors  of  t>he  Bank  of  England 
have  declined  to  make  advances  upon  the  lodgment  of 
Government  securities,  on  the  ground  that  they  ought  to 
be  realized  ;  and,  secondly,  whether  I  am  of  opinion  that 
the  directors  have  complied  with  the  express  understand- 
ing that  they,  on  getting  permission  to  increase  the  issue 
of  bank  notes,  were  to  afford  accommodation  to  bankers 
and  merchants.  I  think  these  questions  have  been  very 
opportunely  put,  because  they  enable  me  to  remove  a  mis- 
apprehension that  has  got  abroad,  and  which  appears, 
from  all  that  I  can  see,  to  have  taken  possession  to  a 
certain  extent  of  the  public  mind.  The  misapprehension 
refers  equally  to  the  subject  of  advances  upon  bills  and 
discounting  of  bills,  and  to  advances  upon  Government 
securities.  The  best  account  that  can  be  given  of  the 
operations  of  the  Bank  of  England  with  regard  to  these 
two  great  branches  of  banking,  is  to  state  the  figures 
relating  to  them,  and  I  think  it  will  be  found  on  referring 
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to  them  that  the  Bank  of  England  has  not  refused  to 
make  advances  on  Government  securities.  These  figures 

O 

are  as  follows : — The  advances  made  by  the  Bank  of 
England  on  Government  securities  on  Friday,  the  day  of 
the  panic,  amounted  to  .£919,000,  on  Saturday  to  .£747,000, 
and  on  three  subsequent  days  various  amounts,  making 
up  the  total  amount  advanced  on  these  securities,  in  five 
days,  to  .£2,8  74,000.  (Hear,  hear.)  Then  with  regard  to 
the  accommodation  of  commerce  in  general,  the  best 
measure  that  can  be  given  of  the  manner  in  which  the 
bank  has  exercised  its  functions  is  shown  in  this — that  it 
has  made  advances  upon  bills  and  has  discounted  bills  to 
the  extent  of  £9, 350,000,  making  a  total  of  advances  and 
discounts  in  five  days  of  ,£12,225,000.  (Hear,  hear.) 
Looking  at  these  figures,  I  do  not  think  that  a  very  strong 
primd  facie  case  has  been  made  out  of  the  bank  having 
declined  to  afford  to  commerce  the  accommodation  it 
should  have  given,  but  it  is  only  due  to  the  bank  that  I 
should  point  out  certain  words  in  the  letter  of  Govern- 
ment which  were  expressly  intended  to  serve  as  a  notice 
to  the  world  that  the  Bank  of  England  was  not  to  be 
expected,  in  the  then  circumstances  of  difficulty,  to  depart 
from  all  rules  of  caution.  The  conditional  promise  made 
in  the  letter,  signed  by  the  First  Minister  and  myself, 
was  a  promise  to  apply  to  Parliament  for  its  sanction,  in 
case  it  should  happen  that  necessity  should  require  the 
bank,  for  the  purpose  of  making  advances  and  discounting 
bills,  to  issue  notes  beyond  the  limit  fixed  by  law,  subject 
to  the  restriction  that  the  bank  was  not  to  give  to  every- 
body everything  that  was  asked,  but  that  it  should  be 
governed  by  those  prudent  rules  of  caution  by  which  it 
was  generally  guided.  That  was  a  very  important  limi- 
tation, and  it  reserved,  I  think,  entirely,  as  it  was  meant 
to  do,  the  discretion  of  the  gentlemen  of  the  Bank  of 
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England,  in  whom  we  have  every  reason  to  place  confi- 
dence. With  regard  to  the  Government  securities  and 
other  points,  the  foundation  upon  which  the  rumours  rest 
is  of  the  slightest  possible  nature.  I  cannot  find  that 
there  is  any  possible  ground  for  supposing  that  any  limit 
was  placed  by  the  bank  on  its  advances  on  securities, 
either  upon  Friday,  the  day  of  the  severest  pressure,  or 
upon  Saturday,  which  was  also  a  critical  day ;  but  on 
Monday,  when  the  panic  began  to  subside,  and  when 
Government  securities  were  brought  to  the  bank  for 
advances,  the  bank  directors  suggested,  in  various  in- 
stances, to  the  holders  of  those  securities,  that  it  would 
be  better  for  them  to  try  the  open  market  and  to  realize 
for  themselves.  (Hear,  hear.)  In  consequence  of  that 
view — in  my  opinion,  not  an  unreasonable  one  on  the  part 
of  the  directors  of  the  bank — certain  sales  of  securities 
were  effected.  These  sales,  I  believe,  were  effected  by 
one,  two,  or  three  persons  only ;  and  whenever  represen- 
tations were  made  to  the  bank  that  sales  could  not  be 
made — meaning,  I  presume  thereby,  without  serious  loss 
— the  bank  met  all  the  reasonable  demands  of  the  parties. 
With  respect  to  other  kinds  of  accommodation,  commercial 
accommodation  strictly  so  called,  I  have  not  been  able  to 
discover,  nor  are  the  authorities  at  the  bank  aware  of  any 
other  ground  for  the  rumours  existing  than  the  circum- 
stance that  applications  did  arise  from  one  or  two  quarters, 
not  for  an  amount  of  discount  to  a  given  limit,  but  for  an 
unlimited  amount  of  discount  to  be  made  use  of  in  case 
necessity  should  arise.  The  directors  of  the  Bank  of 
England  did  not  consider  that  their  duty  compelled  them 
to  accede  to  such  demands,  and,  as  far  as  I  am  able  to 
judge,  I  think  that,  under  the  circumstances  of  the  times, 
they  acted  wisely  in  giving  no  engagement  to  meet  an 
unlimited  amount  of  discount.  That,  I  believe,  to  be  the 
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«ole  foundation  for  the  rumours  which  are  abroad.  I 
think  the  explanation  I  have  given  is  one  which  the  House 
will  be  glad  to  receive,  and  I  believe  that  the  authentic 
figures  which  I  have  stated  to  the  House  will  do  more 
than  any  mere  verbal  statement  to  explain  the  liberal,  yet 
judicious  manner  in  which  the  operations  of  the  Bank  of 
England  are  conducted  at  critical  periods.  I  hope  the 
effect  of  such  communications  will  be  that  all  that  here- 
after transpires  with  respect  to  the  state  of  the  bank  will 
tend  not  to  disturb,  but  further  to  compose  the  public 
mind."  (Cheers.) 

Annexed  is  the  correspondence  which  passed  between 
the  Government  and  the  bank  on  this  momentous  occa- 
sion : — 

"Bank  of  England,  May  11,  I860. 

"  SIR, 

"  We  consider  it  to  be  our  duty  to  lay  before  the 
Government  the  facts  relating  to  the  extraordinary  de- 
mands for  assistance  which  have  been  made  upon  the  Bank 
of  England  to-day,  in  consequence  of  the  failure  of  Messrs. 
Overend,  Gurney,  &  Co. 

"  We  have  advanced  to  the  bankers,  bill  brokers,  and 
merchants,  in  London,  during  the  day,  upwards  of  four 
millions  sterling,  upon  the  security  of  Government  stock 
and  bills  of  exchange — an  unprecedented  sum  to  lend  in 
one  day,  and  which,  therefore,  we  supposed  would  be 
sufficient  to  meet  all  their  requirements,  although  the 
proportion  of  this  sum  which  may  have  been  sent  to  the 
country  must  materially  affect  the  question. 

"  We  commenced  this  morning  with  a  reserve  of 
£5, 727,000,  which  has  been  drawn  upon  so  largely  that 
we  cannot  calculate  upon  having  so  much  as  .£3,000,000 
this  evening,  making  a  fair  allowance  for  what  may  be 
remaining  at  the  branches. 
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'•  We  have  not  refused  any  legitimate  application  for 
assistance,  and  unless  the  money  taken  from  the  bank  is 
entirely  withdrawn  from  circulation,  there  is  no  reason  to 
suppose  that  this  reserve  is  insufficient. 

"  We  have  the  honour  to  be,  Sir, 

"  Your  obedient  Servants, 
(Signed)         "  H.  L.  HOLLAND,  Governor. 
(Signed)      "Tnos.  NEWMAN  HUNT,  Deputy-Governor. 

li  The  Right  Hon.  the  Chancellor  of  the  Exchequer,  M.P. 
&c.  &c.  &c." 


"  To  the   Governor  and  Deputy- Governor  of  the  Bank  of 
England. 

"Downing  Street,  llth  May,  1S66. 

"  GENTLEMEN, 

"  We  have  the  honour  to  acknowledge  the  receipt 
of  your  letter  of  this  day  to  the  Chancellor  of  the  Ex- 
chequer, in  which  you  state  the  course  of  action  at  the 
Bank  of  England,  under  the  circumstances  of  sudden 
anxiety  which  have  arisen  since  the  stoppage  of  Messrs. 
Overend,  Gurney,  &  Co.,  Limited,  yesterday. 

"  We  learn  with  regret  that  the  bank  reserve,  which 
stood  so  recently  as  last  night  at  a  sum  of  about  five 
millions  and  three-quarters,  has  been  reduced  in  a  single 
day  by  the  liberal  answer  of  the  bank  to  the  demands  of 
commerce  during  the  hours  of  business,  and  by  its  great 
anxiety  to  avert  disaster,  to  little  more  than  half  that 
amount,  or  a  sum  (actual  for  London  and  estimated  for 
the  branches)  not  greatly  exceeding  three  millions. 

"  The  accounts  and  representations  which  have  reached 
her  Majesty's  Government  during  the  day  exhibit  the 
state  of  things  in  the  city  as  one  of  extraordinary  distress 
and  apprehension.  Indeed,  deputations  composed  of 
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persons  of  the  greatest  weight  and  influence,  and  repre- 
senting alike  the  private  and  joint-stock  banks  of  London, 
have  presented  themselves  in  Downing  Street,  and  have 
urged,  with  unanimity,  and  with  earnestness,  the  necessity 
of  some  intervention  on  the  part  of  the  State,  to  allay 
the  anxiety  which  prevails,  and  which  appears  to  have 
amounted,  through  great  part  of  the  day,  to  absolute 
panic. 

"  There  are  seme  important  points  in  which  the  present 
crisis  differs  from  those  of  1847  and  1857.  Those  periods 
were  periods  of  mercantile  distress,  but  the  vital  conside- 
ration of  banking  credit  does  not  appear  to  have  been 
involved  in  them,  as  it  is  in  the  present  crisis. 

"Again,  the  course  of  affairs  was  comparatively  slow 
and  measured,  whereas  the  shock  has  in  this  instance 
arrived  with  an  intense  rapidity,  and  the  opportunity  for 
deliberation  is  narrowed  in  proportion.  Lastly,  the  reserve 
of  the  Bank  of  England  has  suffered  a  diminution  without 
precedent  relatively  to  the  time  in  which  it  has  been 
brought  about,  and  in  view  especially  of  this  circumstance 
her  Majesty's  Government  cannot  doubt  that  it  is  their 
duty  to  adopt,  without  delay,  the  measures  which  seem  to 
them  best  calculated  to  compose  the  public  mind,  and  to 
arrest  the  calamities  which  may  threaten  trade  and  in- 
dustry. If,  then,  the  directors  of  the  Bank  of  England, 
proceeding  upon  the  prudent  rules  of  action  by  which 
their  administration  is  usually  governed,  shall  find  that, 
in  order  to  meet  the  wants  of  legitimate  commerce,  it  be 
requisite  to  extend  their  discounts  and  advances  upon 
approved  securities,  so  as  to  require  issues  of  notes  beyond 
the  limits  fixed  by  law,  her  Majesty's  Government  recom- 
mend that  this  necessity  should  be  met  immediately  upon 
its  occurrence,  and  in  that  event  they  will  not  fail  to  make 
application  to  Parliament  for  its  sanction. 
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"Xo  such  discount  or  advance,  however,  should  be 
granted  at  a  rate  of  interest  less  than  10  per  cent.,  and 
her  Majesty's  Government  reserve  it  to  themselves  to 
recommend,  if  they  should  see  fit,  the  imposition  of  a 
higher  rate.  After  deduction  by  the  bank  of  whatever  it 
may  consider  to  be  a  fair  charge  for  its  risk,  expense,  and 
trouble,  the  profits  of  these  advances  will  accrue  to  the 
public. 

••  TVe  have  the  honour  to  be,  gentlemen, 
"  Tour  obedient  Servants, 

(Signed)         "  KUSSELL. 
(Signed)        "  W.  E.  GLADSTONE.'' 

The  official  correspondence  is  completed  by  the  following 
letter  and  accompanying  resolutions  :  — 

"  To  the  Right  Hon.  Earl  Russell  and  the  Eight  Hon. 
W.  E.  Gladstone,  Jf.P. 

Bank  of  England,  May  12. 
"  MY  LOED  AND  SIB, 

"  Having  laid  before  the  court  of  directors  the 
letter  received  from  you  yesterday  with  respect  to  a  further 
issue  of  notes,  if  necessary,  beyond  the  limit  affixed  by 
the  Act  of  1844,  we  have  now  the  honour  to  enclose  a 
copy  of  the  resolutions  of  the  court  thereupon. 

"  We  have  the  honour  to  be,  my  Lord  and  Sir, 
"  Tour  most  obedient  servants, 

"  H.  L.  HOLLAND,  Governor. 
"  THOS.  N.  HUNT,  Deputy-Governor." 


of  Resolutions  Enclosed.") 

"  At  a  court  of  directors  of  the  bank,  on  Saturday,  the 
12th  of  May,  1866. 
"  Resolved,  —  That  the  governors  be  requested  to  inform 

II.  A  A 
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the  First  Lord  of  the  Treasury  and  the  Chancellor  of  the 
Exchequer  that  the  court  is  prepared  to  act  in  conformity 
with  the  letter  addressed  to  them  yesterday. 

"  Resolved, — That  the  minimum  rate  of  discount  on  bills 
not  having  more  than  ninety-five  days  to  run  be  raised 
from  9  to  10  per  cent. 

"  HAMMOND  CHTJBB,  Secretary." 

In  Patterson's  "  Science  of  Finance,"  pp.  237-239,  the 
following  observations  are  made  with  reference  to  the 
suspension  of  the  Bank  Act  on  this  occasion  : — 

"  It  was  midnight  before  the  announcement  was  made. 
In  the  interview  which  the  deputation  from  the  banks 
had  with  the  Chancellor  of  the  Exchequer,  the  necessity 
of  suspending  the  Act  was  urged  upon  the  Government 
by  all  present,  except  the  representative  of  the  Bank  of 
England.  This  was  mere  bravado  on  the  part  of  the 
bank.  The  other  banks  could  have  shut  it  up  at  once, 
simply  by  withdrawing  the  reserves  which  they  keep  at 
the  bank.  Indeed,  one  of  the  representatives  of  the  joint- 
stock  banks  is  reported  to  have  said  plainly,  addressing 
the  bank's  representative,  "  I  can  draw  a  couple  of  cheques 
to-morrow  morning  which  will  shut  you  up  at  once."  The 
Bank  Directors  knew  this  quite  well ;  but  they  knew  also 
that  they  could  indulge  in  bravado  safely,  as  it  was  per- 
fectly certain  that  the  Bank  Act  must  be  suspended.  .  .  . 
The  effect  of  the  announcement  of  the  suspension  of  the 
Bank  Act  was  so  salutary  that  next  day  (Saturday)  it  was 
generally  thought  that  the  crisis  was  at  an  end.  But,  as 
became  visible  in  a  day  or  two,  the  crisis  was  not  at  an 
end — the  panic  revived.  Large  commercial  failures  began, 
imperilling  the  banks  which  held  the  bills  of  the  fallen 
merchants  ;  the  '  bearing '  operations  went  on  ;  a  run  for 
deposits  was  kept  up  on  several  of  the  banks.  It  was 
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impossible  for  these  establishments  to  convert  their 
securities  into  bank-notes  in  sufficient  amount  to  meet 
the  run  upon  them.  After  paying  out  50  per  cent,  of  its 
deposits  in  cash,  the  Bank  of  London  (a  substantially 
solvent  establishment)  had  to  stop  ;  as  almost  every  bank 
in  like  circumstances  must  do.  When  the  Bank  of 
London  stopped,  the  Consolidated  Bank  came  to  the 
rescue.  .  .  .  But  as  the  Consolidated  Bank  did  not  engage 
to  take  over  the  '  acceptances  '  of  the  Bank  of  London, 
the  legality  of  the  arrangements  between  the  two  banks 

O  •/ 

was  challenged,  and  the  Consolidated  Bank  was  threatened 

with  a  suit  in  Chancery In  these  circumstances, 

the  Consolidated  Bank  was  unable  to  meet  the  run  upon 
it ;  and  after  paying  out  a  large  sum  to  the  depositors  of 
the  Bank  of  London  as  well  as  its  own  during  a  struggle 
of  three  days,  it  closed  its  doors.  After  a  still  longer 
struggle — and  mainly  in  consequence  of  a  lying  telegram 
sent  from  this  country  to  Bombay,  announcing  its  failure 
— the  Agra  and  Masterman's  Bank  was  likewise  compelled 
to  suspend  payment. 

"  Contemplate  the  magnitude  of  the  disaster.  Overend. 
Gurney,  and  Co.,  the  oldest  and  most  powerful  discount- 
house  in  the  kingdom — the  English  Joint-Stock  Bank, 
which  fell  because  a  large  portion  of  its  deposits  was 
locked  up  in  the  stoppage  of  Overend  and  Co. — the 
Imperial  Mercantile  Credit  Company,  the  European  Bank, 
the  Bank  of  London,  the  Consolidated  Bank,  and  the 
Agra  and  Masterman's,  with  its  wide-spread"  connections, 
were  wrecked  during  that  terrible  season  of  panic.  All 
three — the  Bank  of  London,  the  Consolidated  Bank,  and 
the  Agra  and  Masterman's — were  perfectly  solvent  esta- 
blishments ;  and  the  two  latter  subsequently  resumed 
business.  Their  suspension  (which  was  only  momentary 
in  the  case  of  the  Consolidated  Bank)  was  caused  not 
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by  a  want  of  assets,  but  from  the  impossibility  of  con- 
verting their  assets  into  currency  (Bank  of  England 
notes),  in  order  to  meet  the  unusual  demand  upon 
them." 

The  several  panics  that  have  occurred  have  originated, 
or  are  supposed  to  have  originated,  in  as  many  distinct 
causes.  Thus,  the  panic  of  1825  has  been  ascribed  to 
anticipated  profits  on  working  foreign  mines ;  that  of 
1836  chiefly  to  the  rapid  extension  of  joint-stock  banks; 
that  of  1847  to  excessive  railway  undertakings ;  that  of 
1857  to  reckless  over- trading ;  and  that  of  1866  (mainly 
due  to  a  mistaken  estimate  of  the  advantages  of  the 
Limited  Liability  Act,  which  led  to  the  too  rapid  forma- 
tion of  financial  companies),  has  been  styled  a  "  banking 
panic."  But,  although  it  be  true  that  each  crisis  of  the 
kind  is  in  large  part  produced  by  a  distinct  proximate 
cause,  yet  the  primary  cause  of  each  and  all  is  inordinate 
speculation  begotten  of  the  lust  of  gold.  Men  are  in  haste 
to  be  rich.  This  is  no  new  thing.  It  has  been  observable 
in  all  times,  and  in  all  countries.  But  the  fact  is  more 
patent  now  than  ever.  Men  live,  as  they  journey,  at  rail- 
road pace.  So  long  as  appearances  can  be  kept  up,  they 
"  lay  the  flattering  unction  to  their  souls  "  that  some  lucky 
hit  will  make  all  right.  Honesty  gives  place  to  expe- 
diency. Shifts,  evasions,  trickery,  undermine  the  moral 
sense,  and  grow  into  confirmed  habits.  The  shams  of 
private  life  are  transported  into  men's  public  business. 
To  seem  is  to  be.  Existence  is  undervalued  unless  men 
can  "  grow  to  what  they  seem "  as  respects  wealth,  and 
hence  petty  frauds  develop  into  gigantic  swindles. 

The  disclosures  elicited  by  the  Select  Committee  of  the 
House  of  Commons  (appointed,  after  the  panic  of  1857,  to 
inquire  into  the  operation  of  tne  Bank  Act  of  1844),  and 
published  in  their  Report  issued  the  succeeding  year, 
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show,  so  instructively,  the  mechanism  of  the  "  bubble- 
blowing,"  whose  brilliant  but  evanescent  colours  dazzle 
and  bewilder  the  public  eve  so  as  to  cheat  the  multitude 
into  a  belief  of  the  airy  nothings  being  globes  of  solid 
metal,  that  we  quote  largely  from  its  warning  pages.  It 
is  to  be  regretted  that  a  like  inquiry  was  not  instituted 
after  the  panic  of  1866.  Revelations  of  even  more  start- 
ling character  would,  most  probably,  have  been  the  result. 
The  exposure  of  the  machinery  of  commercial  fraud,  of 
banking  incapacity,  and  of  general  gullibility  which  we 
proceed  to  extract,  will,  however,  apply,  mutatis  mutandis, 
to  every  monetary  crisis  yet  recorded ;  and  affords  far  too 
valuable  a  lesson  to  be  omitted.  The  Committee,  then, 
report  as  follows  : — 

"  The  first  occurrence  in  this  country  which  caused 
alarm,  was  the  failure  of  the  house  of  Macdonald  and 
Co.,  of  Glasgow  and  London,  which  took  place  in  October, 
and  was  accompanied  by  the  failures  of  Monteith  and  Co., 
and  Wallace  and  Co.,  of  Glasgow.  The  house  of  ^lac- 
donald  employed  a  great  many  work-people  in  sewing 
muslin  goods  for  the  home  trade,  and  for  the  American 
market,  and  this  they  carried  on  to  a  very  large  extent. 
They  had  been  in  fair  credit  till  very  nearly  the  time  of 
their  failure,  but  shortly  before  that  period  they  are  de- 
scribed as  having  given  out  that  they  had  changed  their 
mode  of  doing  business,  for  the  purpose  of  embracing  a 
wider  field.  This,  however,  is  represented  as  having  been 
a  deception,  intended  to  cover  a  system  to  which  they  h  id 
recourse  of  drawing  fictitious  bills,  and  to  give  to  those  bills 
the  appearance  of  genuine  business  transactions. 

"From  the  records  of  the  public  tribunals,  it  appears  that 
a  very  considerable  number  of  persons  (one  of  the  partners 
is  said  to  have  admitted  as  many  as  seventy-five)  in 
London,  and  other  places,  were  employed  by  this  firm,  for 
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a  small  commission,  to  put  their  names  to  fictitious  bills, 
•which  were  then  discounted,  a  large  proportion  of  them  in 
Glasgow ;  and  when  the  house  of  Macdonald  failed,  it  was 
found  to  be  indebted  to  the  Western  Bank  ,£422,000. 

"  For  a  general  review  of  the  failures  which  occurred  in 
England  your  Committee  have  been  indebted  to  Mr. 
Coleman  and  to  Mr.  Ball,  of  the  firm  of  Messrs.  Quiltei 
and  Ball,  both  eminent  accountants  in  London.  These 
gentlemen  do  not  profess  to  have  studied  abstruse  ques- 
tions of  currency ;  they  do  not  represent  themselves  as 
particularly  conversant  with  the  operation  of  the  Act  of 
1844.  They,  however,  assign  what  appears  to  your  com- 
mittee an  adequate  cause  for  the  recent  commercial  crisis. 
Availing  themselves  of  their  experience  in  1847,  the  affairs 
of  which  have  now  been  finally  closed,  to  illustrate  the 
transactions  of  1857,  which  still  appear  in  estimate,  and 
are  therefore  liable  to  correction,  they  ascribe  the  cala- 
mities of  both  periods  to  the  same  principal  cause — viz., 
the  great  abuse  of  credit,  and  consequent  over-trading. 
They  notice  also  this  difference  between  the  two  periods : 
many  of  the  houses  which  fell  in  1847,  they  say,  had  once 
been  wealthy,  but  had  long  ceased  to  be  so.  Those  of 
1857  had,  with  few  exceptions,  never  possessed  adequate 
capital,  but  carried  on  extensive  transactions  by  fictitious 
credit.  In  1847,  for  example,  one  house,  which  had  been 
originally  wealthy,  failed,  with  liabilities  amounting,  in 
the  whole,  to  upwards  of  .£1,800,000,  of  which  not  quite 
.£1,000,000  were  to  be  paid  by  other  parties,  leaving  more 
than  .£800,000  the  direct  liabilities  of  the  house.  The 
capital,  as  represented  in  their  books  at  the  time  of  sus- 
pension, was  .£215,000,  and  the  assets,  according  to  their 
own  valuation,  ,£800,000,  or  nearly  sufficient  to  meet  the 
whole  of  their  liabilities.  Very  different,  however,  was  the 
valuation  of  the  accountant,  who  estimated  their  assets  at 
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.£185,000,  and  even  that  was  materially  diminislied  in  the 
result.  The  dividend  ultimately  paid  was  only  ninepence  in 
the  pound!  This  firm,  originally  merchants,  insensibly 
advanced  their  capital  to  planters  in  the  East  Indies,  until 
it  became  necessary  for  them  to  be  planters  themselves. 
They  then  were  compelled  to  obtain  advances  from  others, 
which  they  accomplished  by  the  sale  and  circulation  of 
bills  in  the  East  Indies  upon  the  house,  to  a  great  extent. 
Obtaining  credit  in  that  manner  they  postponed  their  fall 
many  years,  and  ultimately  fell,  paying  only  ninepence  in 
the  pound.  In  this  case,  advances  had  been  made  on  the 
credit  of  the  next  year's  crop.  This  was  an  extreme  case,  and 
was  connected  with  peculiar  considerations  at  that  time 
affecting  the  price  of  colonial  produce,  the  principal  pro- 
perty of  the  house.  But  Mr.  Coleman,  from  whose  evidence 
these  particulars  have  been  taken,  says,  that  the  estates 
which  came  under  his  notice  as  insolvent  in.  that  year,  paid 
generally  very  small  dividends,  not  averaging  more  than  4s. 
"  Another  example  of  the  same  period  is  described  by 
!Mr.  Ball  as  follows  :  It  was  that  of  a  house  which  failed  in 
7 ;  they  were  engaged  very  largely  as  merchants  in 
this  country,  and  they  were  a  house  of  very  old  standing. 
In  the  course  of  their  business,  they  came  under  advances 
to  a  house  in  one  of  the  colonies,  on  the  security  of  the 
crops  to  be  sent  forward  from  time  to  time.  The  parties 
to  whom  those  advances  were  so  made  failed  to  repay 
them ;  that  is  to  say,  to  recoup  the  London  house  for 
them;  and  eventually  the  London  house  was  obliged  to 
take  upon  themselves  the  business  which  was  originally 
conducted  by  those  whom  they  accommodated  with  ad- 
vances ;  in  other  words,  the  merchant  in  London  did  prac- 
tically become  the  planter  and  the  owner  of  estates. 
After  he  had  so  become  the  planter,  his  position  was 
changed  from  that  of  being  a  person  who  made  advances, 
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and  he  himself  found  it  necessary  to  obtain  advances. 
Most  likely  the  course  would  be  this,  that  the  house  on 
the  other  side,  perhaps  the  correspondents  themselves  of 
the  London  house,  would  draw  upon  the  London  house,  or 
draw  upon  some  third  party,  and  remit  to  the  London 
house;  which  bill  the  London  house  would  take  to  its 
banker  and  get  discounted,  and  by  that  process  would  be 
placed  in  funds  to  provide  from  time  to  time  for  its  own 
engagements.  The  result  of  which  would  be  to  sustain  for 
some  time  the  credit  of  the  house,  after  the  capital  of  the 
house  had  been  exhausted.  The  effect  would  be  to  enable 
them  to  hold  produce  in  expectation  of  better  prices ;  the 
longer  it  was  continued,  the  heavier  would  be  the  ultimate 
loss.  After  an  interval  of  ten  years,  this  house  has,  within 
the  last  few  months,  paid  a  final  dividend,  making  a  total 
of  Is.  10(7.  in  the  pound. 

"  Mr.  Ball  is  asked, — 

"  '  Looking  back  to  the  experience  of  the  year  1847, 
were  the  dividends  that  were  paid  by  the  insolvent  houses 
generally  very  small  ?  ' — '  The  average  dividend  would  be 
small,  so  far  as  I  recollect.  Here  and  there  would  be  a 
house  which  would  pay  in  full,  or  would  pay  a  very  large 
dividend ;  but  the  general  result  was,  that  a  small  divi- 
dend upon  the  whole  was  received  by  the  creditors.' 

"  '  Looking  back  now,  with  your  experience,  to  the 
results  of  1847,  is  it  your  opinion  that  if  the  law  had 
afforded  greater  facilities  for  obtaining  credit  at  that  time 
for  the  purpose  of  sustaining  these  houses  longer,  the 
result  would  have  been  more  advantageous  to  the  houses 
themselves,  or  to  the  community  at  large  ? ' — '  Knowing 
what  I  do  of  the  internal  state  of  those  houses  when  they 
did  stop,  I  should  say  that  had  they  been  able  to  obtain 
further  credit  for  a  continued  period  of  time,  it  would  only 
have  had  a  temporary  effect  upon  their  position,  and  that 
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most  of  them  (of  course  I  have  a  reserve  of  some  good 
cases  in  my  mind),  from  their  internal  condition  being 
•worn  out,  and  from  the  want  of  real  capital  in  their  con- 
cerns, must  have  failed  ultimately,  and  that  the  longer  the 
assistance  was  continued  simply  upon  their  credit,  the  greater 
the  ultimate  Joss  v:ould  be.' 

"  '  Such  is  your  view  of  the  failures  that  took  place  in 
1847,  speaking  generally?  ' — '  That  is  my  view.' 

"  Your  Committee  have  thought  it  not  irrelevant  to 
place  on  record  these  instances,  which  it  was  not  in  the 
power  of  their  predecessors  in  1848  to  give,  because  they 
furnish  an  instructive  example  how  readily  misfortunes 
are  at  the  time  attributed  by  the  sufferers,  and  others 
sympathizing  with  them,  to  the  operation  of  statutory 
enactments,  which  misfortunes,  upon  a  full  review  of  all 
the  circumstances  attending  them,  it  is  obvious  that  no 
U'isdom  of  the  legislature,  no  regulation  of  the  currency  could 
have  prevented. 

"  Your  Committee  have  before  them  the  particulars  of 
thirty  houses  which  failed  in  1857.  The  aggregate  liability 
of  these  houses  is  .£9,080,000 ;  of  this  sum  the  liabilities 
which  other  parties  ought  to  provide  for  amount  to 
.£5,215,000,  and  the  estimated  assets,  .£2,317,000.  Be- 
sides the  failures  which  arose  from  the  suspension  of 
American  remittances,  another  class  of  failures  is  disclosed. 
The  nature  of  these  transactions  was  the  system  of  open 
credits  which  were  granted ;  that  is,  by  granting  to 
persons  abroad  liberty  to  draw  upon  the  house  in  England 
to  such  extent  as  had  been  agreed  upon  between  them  ; 
those  drafts  were  then  negotiated  upon  the  foreign  ex- 
changes, and  found  their  way  to  England,  with  the  under- 
standing that  they  were  to  be  provided  for  at  maturity 
They  were  principally  provided  for,  not  by  staple  commo- 
dities, but  by  other  bills  that  were  sent  to  take  them  up. 
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There  was  no  real  basis  to  the  transaction,  but  the  whole 
affair  was  a  means  of  raising  a  temporary  command  of 
capital  for  the  convenience  of  the  individuals  concerned, 
merely  a  bare  commission  hanging  upon  it;  a  banker's 
commission  was  all  that  the  houses  in  England  got  upon 
those  transactions,  with  the  exception  of  receiving  the  con- 
signments probably  of  goods  from  certain  parties,  which 
brought  them  a  merchant's  commission  upon  them ;  but 
they  formed  a  very  small  amount  in  comparison  with  the 
amount  of  credits  which  were  granted.  One  house,  at  the 
time  of  its  suspension,  was  under  obligation  to  the  world 
to  the  extent  of  about  .£900,000.  Its  capital  at  the  last  time 
of  taking  stock  was  under  .£10,000.  Its  business  was  chiefly 
the  granting  of  open  credits — i.e.,  the  house  permitted 
itself  to  be  drawn  upon  by  foreign  houses  without  any  re- 
mittance previously  or  contemporaneously  made,  but  with 
an  engagement  that  it  should  be  made  before  the  accept- 
ance arrived  at  maturity.  In  these  cases,  the  inducement 
to  give  the  acceptance  is  a  commission  varying  from  f  to  1^ 
per  cent.  The  acceptances  are  rendered  available  by  being 
discounted,  as  will  appear  hereafter,  when  the  affairs  of 
the  banks  which  failed  come  under  our  notice. 

"  The  obvious  effect  of  such  a  system  is  first,  unduly  to 
enhance,  and  then,  whilst  it  continues,  to  sustain  the  price 
of  commodities.  In  1857,  that  fall  of  prices  which,  accord- 
ing to  Mr.  Neave,  '  far-seeing  people  had  anticipated/ 
actually  occurred.  Tables  have  been  put  in  by  more  than 
one  of  the  witnesses,  exhibiting  an  average  fall  of  20  or 
80  per  cent.,  in  many  instances  much  more,  upon  the  com- 
parison of  July,  1857,  with  January,  1858.  It  needs  no 
argument  to  prove  what  effect  such  a  fall  must  have  upon 
houses  which  had  accepted  bills,  on  the  security  of  pro- 
duce consigned,  to  the  extent  of  one  hundred  times  the  amount 
of  their  own  capital. 
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'•  The  witness  is  asked, — 

"  '  In  the  case  which  you  are  now  describing  to  the 
Committee,  these  transactions  had  gone  on  to  the  extent 
of  ,£900,000.  The  real  guarantee  was  partly  produce  and 
partly  bills  of  exchange  ;  to  whatever  extent  that  produce 
was  depreciated,  of  course  the  liability  of  the  firm  to 
failure  would  arise,  aud  the  capital  of  that  firm,  to  meet 
such  depreciation  of  produce,  was  about  one-hundredth 
part  of  the  whole  of  their  liabilities  ? ' — '  That  is  so.' 

"  '  Do  you  consider  that  case  to  be  a  fair  illustration  of 
the  recent  commercial  disasters  which  have  occurred?  ' — 
'  I  think  it  is,  though  I  should  mention  that  in  some  cases 
the  proportion  of  capital  possessed  was  larger  than  that 
which  I  have  mentioned ' 

"  The  commercial  crisis  was  very  little  felt  in  Ireland 
until  the  failure  of  some  of  the  banks  in  England  and 
Scotland.  The  trade  of  Ireland,  with  the  exception  of 
that  of  Belfast,  being  little  connected  with  the  United 
States,  did  not  feel  directly  the  effect  of  the  failures  there, 
but  when  failures  began  to  take  place  at  home  'there  was 
an  internal  pressure  consequent  upon  them,  which,  about 
the  early  part  of  the  month  of  November,  manifested  itself 
severely  in  a  demand  for  gold  by  depositors  and  holders 
of  notes,  and  there  was  a  run  on  the  savings  banks.  The 
Bank  of  Ireland  advanced  to  the  banks  in  Ireland  re- 
quiring gold  to  the  extent  of  about  .£250,000 ;  and  they 
were  obliged  to  draw  from  the  Bank  of  England  from 
£1,000,000  to  £1,200,000  besides.  Belfast  has  a  large 
trade  with  the  United  States,  as  well  as  a  constant  inter- 
course with  Scotland,  but  there  was  no  alarm  until  the 
time  of  the  Scotch  bank  failures.  There  was  then,  what 
had  never  been  known  before  in  Belfast  since  the  institution 
of  the  joint- stock  banks,  a  considerable  run  for  gold  in  ex- 
change for  their  notes.  But  the  amount  of  gold  which  they 
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held  under  the  Act  of  1845  was  a  source  of  strength.  The 
banks  appear  to  be  well  constituted,  and  no  serious  results 
ensued 

"Tour  Committee  have  examined  Mr.  Joshua  Dixon, 
who  in  August,  1857,  first  assumed  the  post  of  managing 
director  of  the  Borough  Bank;  Mr.  Fleming,  who  has 
been,  since  July,  1857,  assistant  manager,  manager  or 
liquidator  of  the  Western  Bank  of  Scotland;  and  Mr. 
Kirkman  Hodgson,  a  member  of  the  House,  and  director 
of  the  Bank  of  England,  who,  being  well  acquainted  with 
the  trade  of  Newcastle,  went  to  that  town  in  November, 
for  the  purpose  of  ascertaining  how  far  it  was  right  that 
the  Bank  of  England  should  give  assistance  to  the  North- 
umberland Bank. 

"  The  state  of  these  three  banks  at  the  time  of  their 
failure  may  be  collected  from  the  following  summary,  viz. : 

"  Mr.  Joshua  Dixon,  for  many  years  resident  in  the 
United  States,  and  once  a  private  banker  at  New  Orleans, 
settled  at  Liverpool  in  1852,  and  soon  afterwards  became 
a  shareholder  and  director  of  the  Borough  Bank.  This 
institution  was  originally  a  private  bank,  that  of  Messrs. 
Hope,  in  whose  hands  it  was  prosperous,  and  they  retired 
as  wealthy  men  about  the  year  1834.  In  1847,  however, 
the  Borough  Bank  was  under  the  necessity  of  obtaining 
assistance  from  the  Bank  of  England.  When  Mr.  Dixon 
became  connected  with  it,  he  found  that  the  board,  which 
consisted  of  twelve  directors,  chose  two  managing  directors 
and  a  chairman.  The  entire  management  of  the  bank  was 
amongst  the  managing  directors  and  the  manager.  On 
the  1st  August,  1857,  Mr.  Dixon  himself  became  a 
managing  director,  and  thus  describes  the  state  in  which 
he  found  the  affairs  of  the  bank : — Its  position,  he  says, 
was  that  of  its  available  means  being  very  much  reduced, 
being  far  smaller  than  was  at  all  consistent  with  the  sound 
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and  safe  position  of  the  bank.  Speaking  irrespectively 
of  any  general  commercial  pressure,  he  tells  your  Com- 
mittee that,  from  the  1st  of  August,  when  his  attendance 
at  the  bank  was  daily,  as  he  became  more  and  more 
thoroughly  acquainted  with  the  position  of  individual 
accounts,  and  with  the  whole  circumstances  of  the  bank  in 
proportion  as  time  lapsed,  he  became  more  and  more  con- 
vinced that  the  position  of  the  bank  was  one  of  exceeding 
danger.  When  the  commercial  crisis  showed  itself,  of 
course  the  danger  to  the  Borough  Bank  became  imminent, 
and  they  made  an  application  to  the  Bank  of  England  for 
assistance,  some  time  between  the  20th  and  the  23rd  of 
October.  The  position,  in  general  terms,  of  the  bank  was, 
that  its  assets  were  all  locked  up  and  unavailable,  and  that 
some  .£600,000  or  .£700,000  of  its  assets  or  claims  on  its 
debtors,  which  had  until  a  short  time  previously  been  con- 
sidered good,  could  not  be  relied  upon,  even  for  ultimate 
realization.  About  .£3,500,000  bills  were  at  that  time  in 
London  under  the  indorsement  of  the  Borough  Bank  of 
Liverpool ;  of  which  from  £700,000  to  £1,000,000  had  no 
negotiable  validity  at  all,  except  the  indorsement  of  the- 
Borough  Bank  of  Liverpool. 

"  Pending  the  negotiations  with  the  Bank  of  England, 
there  appeared  in  the  '  Times,'  of  October  27th,  an  article 
stating  that  arrangements  had  been  made  for  giving  assis- 
tance to  the  Borough  Bank;  in  consequence  of  which  a 
run  took  place,  and  the  doors  of  the  bank  were  closed. 
That  run  lasted  only  two  or  three  hours,  but  the  cash  at 
their  command  was  reduced  to  between  £15,000  and 
£20,000 ;  while  their  liabilities  on  deposit  were  in  all 
£1,200,000,  of  which  £800,000  were  at  call,  and  the  re- 
mainder at  periods  varying  from  two  to  six  months.  The 
dividend  of  this  bank,  which  had  previously  been  seven 
per  cent.,  had,  at  the  last  meeting,  held  on  10th  July,  1857, 
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been  reduced  to  five ;  and  the  sum  of  .£165,000  was,  on  the 
face  of  the  report,  acknowledged  to  have  been  lost.  The 
total  loss,  so  far  as  the  witness  could  estimate  it,  amounted 
to  .£940,000,  being  the  total  capital  of  the  "bank.  It  is  as- 
cribed, not  to  advances  improperly  made  to  favoured 
persons,  but  to  want  of  discretion  in  the  management. 

"  The  Western  Bank  of  Scotland  was  founded  in  1832. 
In  1834  it  was  already  in  difficulties,  and  their  correspon- 
dents in  London  dishonoured  their  bills.  They  applied  to 
the  other  banks  for  assistance,  and  received  it  upon  certain 
conditions.  In  the  year  1838  they  applied  to  the  Board 
of  Trade  for  letters  patent,  which  were  refused.  At  this 
time  the  Bank  of  Scotland  and  other  banks  addressed  a 
memorial  to  Mr.  Poulett  Thomson,  alleging  the  breach  of 
the  conditions  referred  to. 

"  In  1847  the  Western  Bank  was  again  in  difficulties, 
and  was  assisted  by  the  Bank  of  England,  receiving  an  ad- 
vance of  .£300,000.  The  then  manager,  Mr.  Donald  Smith, 
appears  to  have  taken  alarm  from  the  occurrences  of  1847 ; 
and  in  1852,  when  he  retired,  the  bank,  though  not  in  a 
satisfactory  position,  stood  better  than  it  had  stood  before 
since  1847.  When  it  failed  on  9th  November,  1857,  it 
appeared  that  the  four  insolvent  houses  of  Macdonald, 
Monteith,  Wallace,  and  Pattison,  were  indebted  to  it  in  the 
sum  of  .£1,603,000  ;  the  whole  capital  of  the  bank  being  only 
£1, 500,000.  One  of  the  conditions  of  the  co-partnery 
was,  '  that  if  it  shall  at  any  time  appear,  on  balancing 
the  company's  books,  that  a  sum  equal  to  .£25  per  centum 
on  the  advanced  capital  stock  of  the  company  has  been 
lost  in  prosecution  of  the  business  of  the  company,  such 
loss  shall,  ipso  facto,  and  without  the  necessity  of  any 
further  procedure,  dissolve  and  put  an  end  to  the  com- 
pany.' 

"  Mr.  Fleming  became  assistant  manager  in  July,  1857, 
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and  at  once  examined  the  affairs.  He  estimated  that 
even  supposing  the  debts  of  these  four  houses  (which  had 
not  jet  become  insolvent)  were  assumed  to  be  good,  there 
appeared  on  the  face  of  the  books  as  good  assets  ,£'573,000 
of  bad  debts  ;  and  deducting  the  rest  and  guarantee  fund, 
which  then  amounted  to  ,£"246,000,  there  remained  an 
apparent  deficiency  or  encroachment  on  the  capital  of  the 
bank  of  .£327,000.  This  of  itself  nearly  approached  the 
limit  which  dissolved  the  partnership  and  put  an  end  to 
the  existence  of  the  board ;  and  of  this  state  of  affairs 
Mr.  Fleming  believes  that  up  to  that  time  the  directors 
were  in  a  state  of  almost  entire  ignorance.  In  1853, 
previously  to  the  first  meeting  of  the  shareholders  after 
Mr.  Smith's  departure,  an  examination  was  instituted 
preparatory  to  the  annual  balance.  From  a  confidential 
paper,  having  marks  upon  it  in  the  handwriting  of  the 
then  manager,  it  appears  that  a  sum  of  ,£260,000  was 
reported  to  him  as  irrecoverable  on  one  branch  of  the 
assets,  which  nevertheless  appeared  as  good  assets  in  the 
published  balance-sheet.  The  modes  in  which  this  kind  of 
disguise  can  be  accomplished  will  perhaps  be  best  under- 
stood by  stating  the  manner  in  which  a  debt  called 
*  Scarth's  debt,'  comprised  in  a  different  branch  of  the 
assets,  was  disposed  of.  That  debt  amounted  to  £120,000, 
and  it  ought  to  have  appeared  among  the  protested  bills. 
It  was,  however,  divided  into  four  or  five  open  credit 
accounts,  bearing  the  names  of  the  acceptors  of  Scarth's 
bills.  These  accounts  were  debited  with  the  amount  of 
their  respective  acceptances,  and  insurances  were  effected 
on  the  lives  of  the  debtors  to  the  extent  of  £75,000.  On 
these  insurances  .£33,000  have  since  been  paid  as  pre- 
miums by  the  bank  itself.  These  all  now  stand  as  assets 
in  the  books.  Though  this  substitution  took  place  in 
1848,  yet  down  to  the  time  when  Mr.  Fleming's  examina- 
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tions  began  to  bring  to  light  the  true  state  of  affairs,  the 
six  directors  appear  to  have  regarded  these  sums  as  part 
of  the  available  property  of  the  shareholders.  This  being 
the  actual  state  of  the  accounts,  the  dividend  was  raised 
in  1854  from  7  to  8  per  cent.,  and  in  1856  to  9  per  cent. 
Nine  per  cent,  was  the  dividend  declared  in  June,  1857,  at 
which  date  a  very  slight  acquaintance  with  the  book? 
must  have  led  to  the  strongest  suspicion,  not  to  say  to  the 
clear  conviction,  that  for  some  time  a  considerable  portion  of 
the  capital  had  been  lost. 

"  This  bank  had  101  branches  throughout  Scotland. 
It  had  connections  in  America,  who  were  allowed  to  draw 
upon  it  for  the  mere  sake  of  the  commission.  At  home  it 
made  advances  upon  '  indents  ; '  or,  in  other  words,  pro- 
vided the  manufacturer  with  the  capital  with  which  yet 
unmade  cloth  was  thereafter  to  be  produced.  Its  dis- 
counts, which  in  1853  were  <£14,987,000,  had  been 
increased  in  1857  (till  9th  November)  to  .£20,691,000. 
With  what  care  this  business  was  conducted  may  appear 
from  the  circumstances  that  Macdonald's  bills  were  accepted 
by  124  different  parties ;  that  only  37  had  been  inquired 
about,  and  in  the  case  of  21  the  reports  received  from  the 
correspondents  of  the  bank  were  unsatisfactory,  or  positively 
lad.  Yet  the  credit  given  to  Macdonald  continued  undi- 
rainished.  The  rediscounts  of  the  bank  in  London,  which 
in  1852  had  been  .£407,000,  rose  in  1856  to  .£5,40 7,000. 
The  exchanges  of  notes  in  Edinburgh  have  been  always 
against  the  Western  Bank,  and  for  an  average  of  the  last 
six  years  to  an  extent  of  not  less  than  .£3,000,000  a  year. 
This  circumstance  is  accounted  for  by  Mr.  Fleming 
chiefly  by  reference  to  the  nature  of  the  transactions  with 
Macdonald's  and  other  houses  in  accommodation  bills  j 
.£988,000  were  due  to  the  bank  from  its  own  shareholders. 

"  About  the  end  of  October  the  Northumberland  and 
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Durham  Bank  applied  for  assistance  to  the  Bank  of 
England.  It  was  declined,  as  they  could  not  give  any 
satisfactory  explanation  of  their  real  position.  They  applied 
a  second  time,  urging  the  great  peril  in  which  they  were 
placed  by  the  continued  discredit,  and  by  the  constant 
drain  of  small  deposits  ;  they  urged  also  the  fear  of  dis- 
turbances and  breach  of  the  peace  which  might  ensue  if 
they  were  to  fail,  they  being  so  largely  connected  with 
collieries  and  ironworks.  Accordingly  on  Tuesday,  '24th 
November,  Mr.  Hodgson  went  down  to  Newcastle,  and 
told  the  directors  that  he  had  been  sent  down  by  the 
Bank  of  England  to  examine  into  their  books,  and  see 
whether  it  was  possible  to  render  them  such  assistance  as 
would  enable  them  to  go  on ;  but  that  the  first  condition. 
of  the  bank  doing  anything  was  that  they  should  prove 
themselves  solvent.  The  result  was  that  Mr.  Hodgson 
found  the  liabilities,  as  then  stated,  amounting  to 
.£2,600,000,  of  which  there  were  .£1,350,000  of  deposits,. 
<£!, 150,000  accounts  current,  and  they  had  rediscouuted 
.£1,500,000,  of  which  they  expected  that  .£100,000  would 
come  back  upon  them,  and  for  which  they  would  ultimately 
be  liable,  making  altogether  .£2,600,000.  Their  assets 
were  of  a  very  peculiar  nature  indeed,  the  early  realization 
of  which  would  be  almost  impossible.  They  held  about 
.£1,000,000  in  securities  of  different  kinds.  They  held  in 
trade  bills,  that  is  to  say,  small  bills  on  shopkeepers  of 
Newcastle,  about  ,£250,000  bills  which  were  probably 
good  in  themselves,  but  which  were  not  available  any- 
where out  of  Newcastle ;  they  were  not  bills  which  could 
have  been  discounted  in  any  other  part  of  the  monev 
market.  They  had  in  overdrawn  accounts  ,£1,664,000, 
without  any  specific  securities  attached  to  them.  Of  these 
,£1,664,000,  there  were  £400,000  which  one  of  the  directors 
very  candidly  confessed  must  be  considered  as  totally 
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bad,  and  which  oitght  to  have  been  written  off  long  before,  but 
which  still  remained  in  the  account  as  good  debts.  The 
capital  of  the  concern  was  ,£656,000  nominally,  but  in 
reality  it  was  considerably  less  than  that ;  because  in 
1847  they  had  been  in  trouble,  and  in  order  to  get  out  of 
that  trouble  they  had  made  a  call  of  £5  or  =£10  a  share, 
•which  was  not  paid  upon  some  of  the  shares,  which  shares 
were  forfeited,  and  taken  by  them  into  the  stock  of  their 
bank,  to  be  reissued  should  occasion  warrant  their  doing 
so.  The  consequence  was  that  the  subscribed  capital  of 
the  bank  was  about  .£600,000.  This  statement  at  once 
showed  that  any  attempt  to  help  them,  short  of  taking  up 
the  whole  concern  and  liquidating  it  for  them,  would  be 
perfectly  useless.  It  was  evident  that  the  whole  capital 
was  gone  ;  and,  looking  at  the  character  of  the  securities, 
Mr.  Hodgson  came  to  the  conclusion,  not  only  that  the 
capital  was  gone,  but  that  the  bank  was  totally  insolvent. 
Being  very  much  struck  with  the  exti-aordinary  loss  which 
had  taken  place  in  the  bank,  which,  when  a  private  bank, 
he  knew  to  have  been  a  very  flourishing  one,  he  inquired 
whether  there  was  not  some  old  sore  of  which  nothing  had 
as  yet  been  said.  He  was  told  that  there  was  one  ;  there 
was  rather  a  disinclination  to  mention  what  it  was,  but  he 
felt  it  his  duty  to  press  it,  and  they  told  him  they  had  a 
very  large  debt  with  the  Derwent  Iron  Company.  He 
inquired  the  amount  of  this  debt,  and  found,  much  to  his 
astonishment,  that  it  amounted  to  ,£750,000,  the  capital 
of  the  bank  being  ,£600,000.  For  that  debt  there  was  a 
kind  of  security,  which  consisted  of  ,£250,000  of  what 
were  called  Derwent  Iron  Company's  debentures,  which 
were,  however,  in  reality,  nothing  but  the  promissory  notes  of 
the  directors,  there  being  very  few  persons  in  this  Derwent 
Iron  Company.  The  bank  had  also  ,£100,000  mortgage 
on  the  plant,  and  the  remaining  ,£400,000  was  totally 
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unsecured.  In  addition  to  this  original  debt  then  men- 
tioned of  ,£750,000,  there  is  now  another  charge  upon  it 
of  .£197,000,  resulting  from  bills  which  have  not  been 
paid,  and  which,  in  order  that  the  Derwent  Iron  Company 
might  get  them  discounted,  the  bank  had  endorsed  or 
otherwise  guaranteed.  These  have  now  come  back,  so  that 
the  total  liability  for  which  the  Derwent  Iron  Company  is 
indebted  to  the  bank  is  about  ,£947,000 ;  very  nearly 
«£1, 000,000.  The  Derwent  Iron  Company  appears  to  have 
been,  almost  from  the  time  of  the  conversion  of  the  bank 
into  a  joint-stock  bank,  very  intimately  connected  with  it. 
Mr.  Jonathan  Richardson,  who  was  the  moving  spring  of 
the  whole  bank,  in  fact  the  person  who  managed  every- 
thing, was,  though  not  a  partner  in  the  Dencent  Iron  Com- 
pany, very  largely  interested  in  it  as  holding  the  royalties 
upon  the  minerals  which  they  worked.  It  appears  that 
the  concern  has  been  worked  extremely  badly  ;  that  it  has 
never  made  any  profits  at  all,  even  in  the  very  finest  years, 
for  the  ironmasters,  and  it  has  gone  on  absorbing  the  money 
of  the  bank  unchecked  by  the  directors. 

"  Mr.  Hodgson  says  that  .£1,000,000  of  securities  were 
taken  of  the  most  extraordinary  nature  for  any  bank  to 
hold  that  he  ever  saw ;  that  .£1,000,000  of  securities,  which 
was  the  only  tangible  asset  which  they  had  against  the 
,£2,600,000  of  liabilities,  consisted  of"  .£350,000  of  the 
Derwent  Iron  Company's  obligations,  .£250,000  being  de- 
bentures, and  ,£100,000  mortgage  on  the  plant.  They  had 
besides  these,  .£100,000  on  a  building  speculation  at 
Elswick,  near  Newcastle,  which  however  was  not  a  primary 
mortgage,  there  being  a  mortgage  of  .£20,000  on  that  land 
belonging  to  Mr.  Hodgson  Hinde.  They  had  also  another 
.£100,000  on  other  building  land  and  houses  in  the  neigh- 
bourhood of  Newcastle.  They  had  about  =£350,000  in 
securities  of  works  and  manufactures  of  different  sorts, 
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and  they  had  about  ,£50,000  in  navigation  bonds  guaran- 
teed by  the  railway,  but  which  railway  was  the  only 
security  to  which  they  could  look  in  any  given  time  to 
realize  any  sum  of  money ;  that  made  about  ,£1,000,000 
altogether.  The  other  securities  were  absolutely  unmarket- 
able. This  bank  had  derived  assistance  from  the  Bank 
of  England  in  the  former  crisis,  that  of  1847.  Almost 
exactly  the  same  circumstances  arose  then  which  arose  in 
1857,  and  almost  from  the  same  cause.  The  bank,  how- 
ever, applied  at  that  time  to  the  agent  of  the  Bank  of 
England  at  Newcastle,  and  he,  on  his  own  responsibility, 
made  them  a  very  large  advance,  which  carried  them 
through  ;  he  taking  at  the  same  time  a  very  considerable 
security  from  them  in  various  mortgages,  pretty  much  of 
the  character  which  has  been  above  mentioned,  but  better 
in  quality,  although  not  any  more  banking  securities  than 
these  ;  between  .£700,000  and  .£800,000  altogether. 

"  '  The  whole  of  the  advance  made  in  1847  was  repaid 
to  the  Bank  of  England,  was  it  not  ? ' — '  Tes.  With 
regard  to  the  late  occasion  I  represented  at  the  same  time 
that,  though  the  bank  could  not  be  assisted,  yet  the  fact 
of  its  failing,  which  it  would  do  the  moment  it  was  known 
that  the  Bank  of  England  would  not  help  it,  would  be  at 
that  moment  a  very  serious  thing  for  the  district,  because 
it  was  so  much  connected  with  the  collieries  and  ironworks 
that  it  paid  every  week,  either  for  persons  who  had 
balances  with  it,  or  for  persons  whose  bills  it  discounted, 
and  thus  gave  them  the  money,  about  ,£35,000,  on  which 
the  wages  of  30,000  people  were  dependent ;  and  as  their 
pay-day  was  on  the  Friday,  and  the  bank  would  stop  on 
the  Thursday,  it  was  very  desirable  that  something  should 
be  done  to  prevent  the  confusion  which  would  arise  if  there 
was  no  preparation  made  for  that  conjuncture.  In  conse- 
quence of  that  the  Bank  of  England  requested  me  to  go 
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down  a  train  that  night,  with  full  powers  to  make  arrange- 
ments with  all  persons  who  might  have  any  tangible  and 
good  security,  though,  perhaps,  not  perfectly  regular  secu- 
rity, so  as  to  provide  them  with  the  means  of  making  their 
pays  on  the  Friday.  I  went  down  accordingly,  and  arranged 
with  almost  everybody,  or  with  everybody,  I  may  say,  to 
make  such  advances  as  would  enable  them  to  meet  the  pays 
for  that  week  and  for  the  next,  should  it  be  necessary.  I 
also  advised  the  manager  of  the  savings  bank  to  open  his 
bank  on  Saturday  for  payments,  though  it  was  not  the  usual 
day,  and  authorized  him  to  draw  upon  the  Bank  of  England 
for  any  sum  of  money  which  he  might  require  for  the 
purpose  of  making  any  payment ;  but  owing  to  the  fact  of 
the  Bank  of  England  thus  enabling  the  proprietors,  the 
coal  mines,  and  the  works,  to  make  their  weekly  payments, 
there  was  no  run  whatever  upon  the  savings  bank,  and 
everything  passed  off  quite  quietly.' 

"  '  Was  there  any  limit  to  the  authority  which  you 
had  from  the  Bank  of  England  to  give  assistance  in 
Newcastle ''. ' — '  No,  there  was  no  limit,  it  was  left  to  my 
discretion  to  do  what  might  be  necessary.  We  knew 
very  well  that  it  could  not  amount  to  a  sum,  under  any 
circumstances,  of  much  more  than  from  ,£50,000  to 
.£70,000.' 

"  '  Are  there  any  other  particulars  connected  with  the 
Newcastle  Bank  which  you  are  able  to  lay  before  the  com- 
mittee ': ' — '  I  will,  if  the  committee  wish,  give  them  the 
actual  result  of  the  accounts  of  the  bank  when  it  was 
finally  wound  up  in  January  this  year,  as  compared  with 
those  in  November,  1857:  it  will  show  a  little  difference. 
In  November,  1857,  the  liabilities  of  the  bank  were 
.£2,600,000;  these  consisted  of  deposits,  £1,350,000; 
accounts  current,  £1,150,000;  and  estimated  liabilities  on 
rediscounts,  £100,000.  In  January,  when  the  bank  was 
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positively  wound  up  and  the  thing  ascertained,  it  appeared 
that  there  were  of  deposits  .£1,256,000,  in  accounts  current, 
£766,000,  and  in  liabilities  on  rediscounts,  .£231,000. 
The  only  great  difference  was  in  the  accounts  current, 
which  were  diminished  about  ,£400,000.  This  was  prin- 
cipally, I  believe,  from  the  fact  that  many  persons  who  had 
accounts  current  had  deposit  accounts  also  ;  they  kept  two 
accounts,  one  of  which  had  a  balance  in  its  favour,  and  the 
other  was  overdrawn ;  therefore,  one  account  being  set 
against  the  other,  it  diminished  it  by  so  much,  and  at  the 
same  time  diminished  the  amount  of  overdrawn  accounts ; 
the  assets  which  were  estimated  in  November  at  .£2,500,000 
had  fallen  in  January  to  .£2,000,000 ;  and  there  was  one 
peculiarity,  which  was,  that  while  the  debt  of  the  Derwent 
Iron  Company  was  taken  as  an  asset  in  November  at 
.£750,000,  in  January  it  was  taken  as  an  asset  at  .£947,000,. 
and  that  it  is  an  asset  of  a  very  doubtful  nature  ;  the 
position  of  the  bank  is  much  worse  in  reality  than  is  shown  by 
the  statement  of  the  figrires.' 

"  This  disclosure  was  the  result  of  an  examination 
which  lasted  about  two  hours ;  yet  the  bank  had  declared, 
at  the  last  half-yearly  meeting,  a  dividend  of  seven  per  cent.r 
making  to  the  shareholders  a  statement  the  substance  of  which 
showed  a  very  prosperous  state  of  things.  Mr.  Hodgson 
mentions  that  he  remarked  on  the  fact  of  their  having 
declared  a  dividend  in  June,  when  it  was  admitted  that 
half  the  capital  was  lost,  and  he  asked  how  they  could 
have  done  so ;  it  was  stated,  in  reply,  that  there  were  so 
many  persons  who  depended  entirely  for  their  livelihood 
on  the  dividends  received,  that  they  really  could  not  bear 
to  face  them  without  paying  any  dividend. 

"  Each  of  these  three  banks  had  been  in  peril  in  1847, 
and  though  by  the  assistance  of  the  Bank  of  England  they 
were  enabled  to  surmount  it,  they  fell  on  the  next  occasion 
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of  severe  commercial  pressure,  under  circumstances  still 
more  injurious  both  to  their  own  proprietors  and  to  the 
public.  Two  bill-broking  houses  in  London  suspended 
payment  in  1847,  both  afterwards  resumed  business.  In 
1857  both  suspended  again.  The  liabilities  of  one  house 
in  1847  were,  in  round  numbers,  ,£2,683,000,  with  a  capital 
of  .£180,000;  the  liabilities  of  the  same  house  in  1857 
were  ,£5,300,000,  the  capital  much  smaller,  probably  not 
more  than  one-fourth  of  what  it  was  in  1847.  The  lia- 
bilities of  the  other  firm  were  between  .£3,000,000  and 
.£4,000,000  at  each  period  of  stoppage,  with  a  capital  not 
exceeding  £45,000. 

"  These  five  houses  contributed  more  than  any  others  to 
the  commercial  disaster  and  discredit  of  1857.  It  is  im- 
possible for  your  committee  to  attribute  the  failure  of 
such  establishments  to  any  other  cause  than  to  their  own 
inherent  unsoundness,  the  natural,  the  inevitable  result  of 
their  own  misconduct. 

"  Thus  we  have  traced  a  system  under  which  extensive 
fictitious  credits  have  been  created  by  means  of  accommo- 
dation bills  and  open  credits,  great  facilities  for  which 
have  been  afforded  by  the  practice  of  joint-stock  country 
banks  discounting  such  bills,  and  rediscounting  them  with 
the  bill  brokers  in  the  London  market,  upon  the  credit  of 
the  bank  alone,  without  reference  to  the  quality  of  the 
bills  otherwise.  The  rediscounter  relies  on  the  belief  that 
if  the  bank  suspend  and  the  bills  are  not  met  at  matu- 
rity, he  will  obtain  from,  the  Bank  of  England  such  imme- 
diate assistance  as  will  save  him  from  the  consequences. 
Thus,  Mr.  Dixon  states,  '  In  incidental  conversation  about 
the  whole  affair,  one  of  the  bill  brokers  made  the  remark 
that  if  it  had  not  been  for  Sir  Robert  Peel's  Act  the 
Borough  Bank  need  not  have  suspended.  In  reply  to  that 
I  said,  that  whatever  might  be  the  merits  of  Sir  Eobert 
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Peel's  Act,  for  my  own  part,  I  would  not  have  been  willing 
to  lift  a  finger  to  assist  the  Borough  Bank  through  its 
difficulties,  if  the  so  doing  had  involved  the  continuance 
of  such  a  wretched  system  of  business  as  had  been  prac- 
tised ;  and  I  said,  if  I  had  only  known  half  as  much  of  the 
proceedings  of  the  Borough  Bank  while  I  was  a  director 
(referring  to  the  time  previous  to  the  1st  of  August,  when 
I  became  a  managing  director)  as  you  must  have  known, 
by  seeing  a  great  many  of  the  bills  of  the  Borough  Bank 
discounted,  you  would  never  have  caught  me  being  a  share- 
holder ;'  the  rejoinder  to  which  was, '  Nor  would  you  have 
caught  me  being  a  shareholder ;  it  was  very  well  for  me  to 
discount  the  bills,  but  I  would  not  have  been  a  shareholder 
either.'  " 

The  foregoing  disclosures  are  as  beacon  lights  to  warn 
against  the  dangers  of  the  rocks  and  shoals  and  quicksands 
which  beset  the  track  of  modern  adventurers  in  search  of 
the  Golden  Fleece.  Disclosures  of  the  kind  could  be 
multiplied  almost  ad  infinitum.  But,  once  the  gold-fever 
sets  in,  it  rages  until  the  moment  of  the  crisis.  And 
what  follows  then  ?  We  cannot  answer  the  query  better 
than  by  quoting  from  her  "  History  of  the  Thirty  Years' 
Peace,"  Miss  Martineau's  description  of  the  consequences 
resulting  from  the  terrible  panic  of  1825  : — 

"  There  are  many  now  living,"  wrote  that  talented  lady 
in  1846,  "  who  remember  that  year  with  bitter  pain. 
They  saw  parents  grow  white-haired  in  a  week's  time  ; 
lovers  parted  on  the  eve  of  marriage  ;  light-hearted  girls 
sent  forth  from  home  as  governesses  or  sempstresses  ; 
governesses,  too  old  for  new  situations,  going  actually 
into  the  "workhouse ;  rural  gentry  quitting  their  lands  ; 
and  whole  families  relinquishing  every  prospect  in  life, 
and  standing  as  bare  under  the  storm  as  Lear  and  his 
strange  comrades  upon  the  heath  !  " 
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Must  these  vicissitudes  continue?  A  recent  writer  on 
the  subject l  remarks — 

"  If  crises  must  work  their  will  when  they  arise,  how 
are  they  to  be  prevented  in  the  f uture  ?  The  problem  is 
difficult,  yet  not  absolutely  insoluble.  The  difficulty  lies 
more  in  moral  than  in  physical  or  trade  forces :  it  is  the 
want  of  knowledge,  and  still  more  of  observation  and 

reflection,  which  generates  real  crises Crisis  is 

not  merely  another  word  for  poverty.  If  the  diminution 
of  wealth  is  met  by  wise  curtailment  of  speculation  even 
in  its  legitimate  form,  property  may  dwindle,  but  the  con- 
vulsions peculiar  to  a  crisis  will  not  be  developed.  Then, 
again,  if  farmers  never  drained  except  with  the  surplus  of 
a  good  harvest,  if  manufacturers  never  built  new  mills 
except  out  of  realized  profits,  if  goods  were  not  produced 
except  under  a  very  strong  presumption  that  they  were  in 
demand,  if  bankers  never  lent  except  upon  solid  and 
realizable  security,  no  crisis  would  ever  desolate  the  world. 
Traders  and  bankers,  like  sailors,  have  a  difficult  task  in 
predicting  the  coming  weather;  and,  like  sailors,  they 
must  try  to  acquire  the  sailor's  eye — the  faculty  of  dis- 
cerning small  signs  and  judging  their  significance  accord- 
ingly. The  vital  point  is  that  they  should  notice  the 
right  things,  the  causes  which  are  at  work  in  brewing 
mischief.  They  must  be  studied  at  their  origin.  The 
difference  between  the  intelligent  merchant  or  banker, 
and  the  unintelligent,  lies  in  the  ability  to  understand  the 
forces  which  make  deposits  and  their  withdrawals  great  or 
small — in  the  skill  rerum  cognoscere  causas.  This  is  a 
wide  study  beyond  doubt.  It  is  easier,  no  doubt,  to  float 
down  the  stream  as  it  runs  in  the  present,  to  make  profits 
and  to  let  to-morrow  take  its  chance,  or  to  set  up  some 
empirical  rule,  some  high-sounding  jargon,  without  stop- 

1  Mr.  Bonamy  Price,  in  Xo.  CVI.  of  the  •'«  Xorth  British  Review." 
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ping  to  inquire  -whether  it  possesses  the  reality  as  well  as 
the  look  of  knowledge.  But  if  men  choose  to  let  their 
actions  be  guided  by  such  methods,  they  must  look  out  for 
crises — sharp,  sudden,  and  overwhelming  crises.  The 
responsibility  weighs  heaviest  upon  banks,  not  upon  the 
Bank  of  England  only,  as  some  proclaim,  but  upon  all 
bankers  collectively.  Everything  depends  on  the  sagacity 
and  prudence  they  bring  to  bear  on  the  loans  they  grant. 
The  periodical  recurrence  of  these  convulsions  seems  to 
indicate  that  prudence  lasts  a  year  or  two  after  disaster 
has  punished  folly  ;  care  and  caution  are  developed  in  all 
commercial  classes  ;  and  the  energy  and  industry  of  the 
people  restore  the  losses  incurred.  Prosperity  follows  ^ 
prudence  gradually  disappears  ;  then  heedlessness  encou- 
rages every  kind  of  enterprise  ;  and  again  the  thunder  and 
lightning  avenge  forgotten  virtue." 
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SECTION  XXXTII. 

THE    CRISES    OF    1875    AXD    1878. 

r  I  "HE  quotation  with  which  we  closed  the  preceding  sec- 
tion  constitutes  a  heavy,  and  we  fear  too  true,  indict- 
ment against  a  certain  class  of  bankers,  for  it  is  beyond 
doubt  that  to  a  large  extent  they  are  responsible  for  the 
panics  which  recur  from  time  to  time. 

Constituted  as  human  nature  and  human  society  at  pre- 
sent are,  the  speculative  mania  in  times  of  ease  is  sure  to 
fan  itself  into  new  life,  like  the  phoenix,  and  seize  upon 
the  minds  of  those,  who,  so  long  as  their  own  selfish  in- 
terests are  served,  are  utterly  regardless  of  the  general 
good.  And  it  is  at  this  juncture  that  the  prudent  banker 
ought  to  step  in  and  put  difficulties  in  the  way  of  the 
attainment  of  the  objects  of  such  individuals.  Were  this 
done  more  often,  were  fewer  advances  made  on  dead  and 
unmarketable  securities,  and  for  long  periods,  and  were 
consequently  a  banker's  resources  more  readily  available  in 
times  of  pressure,  we  should  have  fewer  panics,  and  those 
of  a  much  less  virulent  nature.  It  is  the  facile  acceptance 
in  times  of  ease  by  the  easy-going,  unobservant,  unreflec- 
tive  banker,  of  the  illegitimate  proposals  of  speculative  in- 
dividuals of  all  classes  that  paves  the  way  in  the  long  run 
for  the  inevitable  reaction  and  ultimate  disaster. 

The  experience  of  the  past  shows  that  the  lessons  de- 
rived from  the  various  panics  which  from  time  to  time 
have  visited  us  pass  away  from  the  minds  of  most  men 
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like  a  vague  dream.  The  writer  whom  we  have  just 
referred  to,  writing  in  1866,  truly  says  that  prudence 
seems  only  to  last  for  a  year  or  two  after  disaster,  during 
which  time  care  and  energy  gradually  restore  the  losses 
incurred ;  then  prosperity  again  follows  ;  prudence  disap- 
pears and  recklessness  takes  its  place ;  and  once  more  the 
cycle  is  completed  by  another  panic. 

That  this  has  been  so  in  the  past  is  a  matter  of  history, 
and  that  it  will  be  so  in  the  future  is  only  too  likely.  The 
most  we  can  hope  for,  we  fear,  is  that  the  extreme  viru- 
lence of  panics  in  the  future  may  be  toned  down  by  those 
who  have  the  dispensation  of  credit  in  their  hands  being 
wise  in  time  and  putting  the  curb  on  all  excessive  specula- 
tion before  it  has  gone  too  far. 

There  is  good  reason  to  hope  that  the  lessons  of  the 
past  have  not  been  altogether  fruitless,  for,  from  whatever 
cause  arising,  it  is  certain  that  the  crises  which  we  are 
about  to  consider  in  this  section,  black  though  they  for  a 
time  looked,  never  culminated  into  absolute  panic. 

The  crises  of  1875  and  1878  had  their  origin  in  very 
different  causes  from  those  of  1857  and  1866.  In  those 
years  speculation  had  been  carried  on  to  a  very  dangerous 
extent,  and  as  a  consequence  money  was  scarce,  and  the  re- 
serve of  the  Bank  of  England  was  at  a  very  low  ebb.  But 
at  the  time  of  the  crises  of  1875  and  1878  money  was  abun- 
dant, and  the  Bank  of  England  was  in  a  position  to  supply 
all  demands.  The  average  reserve  in  the  latter  years  was 
nearly  double  that  of  1857  and  1866. 

After  the  panic  of  1866  had  spent  itself,  and  when  con- 
fidence began  to  be  restored,  the  value  of  money  declined 
by  easy  stages  from  10  per  cent,  in  the  middle  of  May, 
till  the  end  of  December,  when  the  bank  rate  stood  at 
3|  per  cent.  From  this  time  onward  for  several  years 
there  was  a  period  of  a  dead  level  of  low  rates  and  cheap 
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money.  From  the  beginning  of  1867  to  the  middle  of 
1870  the  bank  rate,  except  during  April  and  May,  1869, 
never  reached  more  than  3}  per  cent. 

But  about  the  midsummer  of  1870  the  disposition  on 
the  part  of  France  to  pick  a  quarrel  with  Germany  began 
to  be  much  noticed  and  commented  upon,  and  the  market, 
in  order  to  be  prepared  for  any  eventuality,  soon  neces- 
sitated a  rise  in  the  bank  rate.  Events  on  the  continent 
moved  fast ;  and  almost  before  men  had  time  to  compre- 
hend the  grounds  of  the  dispute,  France  declared  war  on 
the  23rd  of  July.  From  the  preceding  November  the  bank 
rate  had  stood  at  3  per  cent,  until  the  21st  of  July,  when 
it  was  raised  to  3£.  From  this  point  it  was  moved  rapidly 
up  to  4,  5,  and  6  per  cent.,  in  consequence  of  the  pulls  on 
the  reserve  by  those  who  wanted  to  make  themselves  safe 
in  view  of  the  seriousness  of  the  struggle  about  to  be  en- 
gaged in,  and  of  the  possibility  of  a  general  European 
war.  But  when  on  reflection  it  was  seen  that  England 
was  not  likely  to  become  embroiled  ;  and  when  money  be- 
gan to  pour  into  this  country  for  safe  keeping  from  almost 
every  European  centre,  the  bank  rate  just  as  rapidly  fell 
away  from  6  per  cent,  on  the  4th  of  August,  by  easy 
gradations  to  2^  on  the  29th  of  September,  at  which  rate 
it  remained  till  the  following  March. 

Meanwhile,  by  a  series  of  bloody  victories  the  German 
armies  had  without  a  check  completely  conquered  France. 
The  Emperor,  and  the  entire  army  which  he  nominally 
commanded,  were  captured  at  the  battle  of  Sedan  in  the 
beginning  of  September.  By  the  end  of  that  month 
Strasburg  was  taken,  and  Paris  was  entirely  invested. 
Metz  capitulated  at  the  end  of  October ;  and  thereafter 
the  chief  attention  of  the  German  staff  was  concentrated 
upon  the  siege  of  Paris.  The  siege  dragged  slowly  on 
until  Febmarr,  1871,  when  an  armistice  was  agreed  upon,. 
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out  of  which  sprung  at  the  end  of  that  month  a  definitive 
peace.  Among  other  terms  which  the  Germans  imposed 
was  one  that  the  French  should  pay  an  indemnity  of  two 
hundred  millions  of  pounds,  and  that  during  its  partial 
payment  part  of  the  German  soldiery  should  occupy  cer- 
tain provinces  of  France.  This  procedure  kept  the  wound 
open,  and  it  was  felt  that  so  long  as  the  Germans  remained 
in  the  country  any  accident  might  lead  to  the  renewal  of 
hostilities.  Hence  foreign  money  remained  in  this  country, 
and  so  kept  rates  low,  although  business  was  brisk  enough. 
No  sooner  did  the  terms  of  peace  become  known  in 
Paris,  than  the  Communists  of  Belleville  and  Montrnartre, 
furious  with  the  Government  for  agreeing  to  such  con- 
ditions, rose  in  insurrection  against  it.  No  one  could  tell 
the  possibilities  that  lay  in  the  future.  But  every  one 
felt  that  if  the  Government  troops  were  not  strong  enough 
to  put  down  the  rising,  the  Germans,  who  were  quartered 
in  the  towns  around  Paris,  would  have  to  return  and 
occupy  the  city ;  and  this  contingency  was  looked  upon 
with  the  greatest  apprehension,  in  view  of  the  heated  state 
of  the  French  mind  at  the  time.  Hence  foreign  money 
still  remained  in  this  country,  keeping  rates  low. 

From  the  beginning  till  the  end  of  1871  the  bank  rate 
never  rose  over  3  per  cent.,  except  for  a  week  or  two  in  the 
autumn,  when  it  reached  4  and  5.  The  years  1872-73, 
were  characterized  by  higher  rates — the  average  being 
about  4£  for  1872,  and  4|  for  1873,  against  about  2£  for 
the  previous  year,  and  nearly  3£  for  1870.  This  arose 
chiefly  from  the  great  drain  of  gold  from  this  country  in 
connection  with  the  French  war  indemnity ;  and  in  ad- 
dition, from  the  American  panic  in  the  autumn  of  1873. 

It  will  be  remembered  that  this  indemnity  was  about 
.£200,000,000,  and  that  its  payment,  according  to  the 
original  proposition,  was  to  extend  over  four  years,  during 
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vrhich  time,  and  in  proportion  to  the  amount  unpaid,  the 
Germans  were  to  occupy  certain  parts  of  the  country. 

But  M.  Thiers,  -with  the  view  of  freeing  every  inch  of 
the  country  at  the  earliest  possible  moment  from  foreign 
occupation,  and  "with  that  superhuman  energy  and  ability 
which  he  brought  to  bear  on  everything  he  took  in  hand, 
took  steps  to  pay  the  indemnity  forthwith.  He  issued  a 
5  per  cent,  loan  of  .£80,000,000  in  the  summer  of  1871, 
which  in  a  few  days  was  more  than  twice  subscribed  for 
in  France  alone.  Out  of  this,  before  the  end  of  the  year, 
he  paid  Germany  nearly  fifty  millions,  of  which  over  thirty 
millions  consisted  of  bills  on  London. 

By  the  imposition  of  fresh  taxes,  and  in  other  ways,  he 
paid  a  further  instalment  of  twenty-five  millions  in  the 
beginning  of  1872. 

In  the  summer  of  that  year  he  issued  a  loan  of 
£  140,000,000,  which  turned  out  to  be  a  most  astonishing 
success.  In  France  alone  it  was  subscribed  for  five  times 
over,  while  the  foreign  applications  were  for  nearly  seven 
times  the  amount.  The  total  amount  subscribed  was 
£1,640,000,000. 

Out  of  this  loan  France  paid  a  further  instalment  of 
twenty  millions,  thereby  making  about  100  millions  paid  ; 
and  leaving  about  the  same  amount  to  be  paid,  in  instal- 
ments of  20  millions  due  1st  February,  1873  ;  40  millions 
due  1st  March,  1874  ;  and  40  millions  due  1st  March, 
1875.  But  M.  Thiers  anticipated  all  these  instalments, 
and  by  his  unprecedented  energy  and  ability  he  finally 
wiped  off  the  whole  of  this  balance  of  the  indemnity  by 
monthly  payments  extending  from  about  the  end  of  1872 
till  the  autumn  of  1873. 

The  bulk  of  the  indemnity  having  thus  been  paid  in 
the  years  1872-3,  the  chief  monetary  feature  of  these  years 
was,  as  we  have  already  said,  the  drain  of  gold  from  this 
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country.  It  was  agreed  that  some  of  the  first  instalments 
of  the  indemnity  should  be  paid  in  hard  cash,  and  that 
the  remainder  should  be  paid  in  bills.  Gold  therefore  in 
1871  went  direct  from  France,  while  in  1872-73  it  chiefly 
went  from  England.  The  course  was  this  : — 

English  exchange  being  much  more  plentiful  on  the 
Paris  market  than  that  of  any  other  country,  the  French 
Government  bought  as  much  of  it  as  they  possibly  could, 
and  remitted  it  to  Berlin.  The  bills  payable  in  London, 
so  bought,  were  next  sent  by  the  German  Government  to 
their  agents  in  this  country — The  London  Joint-Stock 
Bank — for  collection  and  credit  of  account  at  maturity. 
And  then,  from  time  to  time  and  under  instructions,  the 
London  Joint- Stock  Bank  bought  gold  of  the  Bank  of 
England  or  in  the  open  market,  and  shipped  it  to  the 
German  Government,  by  whom  it  was  used  up  for  the 
purposes  of  their  new  coinage. 

The  drain  of  gold  from  this  cause  had  been  so  persistent 
and  pronounced  during  the  summer  of  1872,  that  between 
June  20th  and  November  9th,  the  bank  had  been  obliged 
to  raise  their  rate  from  3  to  7  per  cent. ;  and  at  the  last- 
named  date,  when  the  discount  rate  was  7,  the  bank 
were  charging  9  per  cent,  for  advances.  Similarly,  in  the 
autumn  of  1873,  the  discount  rate  was  raised  from  3  per 
cent,  on  the  21st  of  August  to  9  per  cent,  on  the  7th 
November;  while  on  the  latter  date  the  bank  were 
charging  12  per  cent,  for  advances. 

It  can  easily  be  imagined  that,  notwithstanding  occa- 
sional tightnesses  in  the  money  market,  this  period  was 
one  of  great  prosperity  in  England.  When  the  war  broke 
out  in  1870  people  had  not  long  recovered  from  the  pros- 
tration following  the  panic  of  1866.  They  had  recovered, 
however,  and  had  begun  to  breathe  freely  again,  and  to 
operate  ~<dth  confidence.  They  were  ripe  to  take  advantage 
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of  any  fortuitous  event  which  might  happen.  And  the 
event  which  did  happen,  unfortunately,  was  that  unparal- 
leled war,  which,  while  benefiting  this  country,  desolated 
France  and  Germany.  As  has  been  said  the  immediate 
effect  of  the  war  was  to  induce  the  wealthy  classes  on  the 
continent  to  send  their  money  to  this  country  for  safe- 
custody,  or  for  investment,  or  for  other  employment. 
This  made  money  abundant,  raised  the  prices  of  securities, 
and  generally  gave  a  great  impetus  to  trade.  Traders, 
from  the  superabundance  of  money,  were  able  to  get  it  at 
a  cheap  rate,  and  to  go  into  operations  into  which  other- 
wise they  could  not  go.  Manufacturers  also,  having  before 
their  eyes  the  necessities  of  the  contending  armies,  kept 
their  hands  going  full  time.  The  cloth  trade,  the  leather 
trade,  the  chemical  trade — every  trade,  in  short,  bearing 
directly  or  indirectly  upon  the  equipment  of  soldiers  in  the 
field,  was  active.  The  coal  and  iron  trades  also  began  to 
look  up.  Indeed,  deep  seemed  to  call  unto  deep  ;  and  all 
round,  almost  without  exception,  every  industry  in  this 
country  was  in  a  state  of  the  greatest  prosperity. 

This  condition  of  affairs  lasted,  generally  speaking,  for 
about  three  years,  from  the  beginning  of  1870  till  the  end 
of  1872.  The  height  of  this  prosperity  was  reached  during 
1872  and  the  beginning  of  1873  by  the  enormous  prices 
of  coal  and  iron.  But  this  prosperity  was  by  no  means 
altogether  an  unmixed  blessing.  With  many  men  money 
that  comes  easily  goes  easily.  Merchants,  manufacturers, 
and  traders  having  a  surplusage  of  money  in  their  hands 
speculated  wildly,  and  laid  the  foundation  of  that  reaction 
which  was  inevitable.  Workmen,  especially  the  miners, 
instead  of  laying  by  some  of  their  hard-earned  money 
against  a  rainy  day,  spent  their  wages,  which  had  been  un- 
precedentedly  high,  in  all  kinds  of  sensual  luxuries. 

And  what  had  been  taking  place  here  had  been  taking 
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place  also  abroad.  America,  like  England,  being  outside 
the  zone  of  conflict,  benefited  also  by  the  war,  and  her 
prosperity  also  laid  the  seeds  of  future  reaction.  Germany 
herself,  though  enriched  to  an  unprecedented  degree  by 
the  war  indemnity,  also  began  to  show  signs  of  poverty. 
It  might  almost  be  said  that  the  indemnity  became  a  curse 
in  her  hands.  She  was  like  an  ill-conditioned  youth  who 
suddenly  finds  himself  the  possessor  of  a  large  fortune. 
The  careful  protection  of  suddenly  acquired  wealth  had 
formed  no  part  of  her  education.  "  Light  come,  light  go," 
is  a  maxim  which  is  true  in  the  case  of  nearly  every  human 
being,  and  the  careful  German  was  no  exception  to  the 
rule. 

Germany  at  this  time  passed  through  an  experience  such 
as  England  did  in  the  years  1823-25.  In  the  former  year 
public  companies  were  formed  by  hundreds,  but  no  sooner 
had  they  been  formed,  and  the  promoters  feathered  their 
own  nests,  than  the  great  bulk  of  them  collapsed  ;  and  the 
larger  number  of  those  that  remained  were  obliged  to  give 
way  before  the  panic  of  1825.  Germany,  as  has  been  said, 
passed  through  the  same  experience.  The  immense  amount 
of  money  which  flowed  into  the  country  from  France  in 
1871-3  gave  birth  to  a  great  number  of  public  companies, 
some  good,  some  bad,  some  indifferent.  The  natural  re- 
sult followed.  Companies  formed  at  a  period  when  money 
was  plentiful  did  well  enough  for  a  time,  and  so  long  as 
money  could  easily  be  got  to  bolster  them  up ;  but  so  soon 
as  money  became  scarce  the  inherent  unsoundness  of  these 
concerns  brought  them  to  a  standstill.  As  all  classes  of 
society  were  involved  in  these  concerns,  and  as  no  more 
money  was  forthcoming,  a  crisis  followed. 

Austria  being  a  neighbour  of  Germany,  and  being  mixed 
up  socially,  financially,  and  otherwise,  with  the  latter,  the 
crisis  extended  to  the  former.  These  crises  of  course 
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naturally  reflected  upon  England.  Gold  was  withdrawn 
from  the  bank,  and  the  rate  was  moved  up  from  4^  on 
the  7th  of  May  to  5,  6,  and  7  per  cent. — the  last-named 
on  the  4th  of  June.  This  German  crisis  may  be  said  to 
have  been  the  first  note  of  warning  to  us  to  put  our  house 
in  order,  and  prepare  for  the  inevitable  reaction  after  a 
period  of  prosperity.  The  second  took  place  later  in  the 
same  year  of  1873,  and  came  from  America  m  the  autumn. 

To  understand  thoroughly  the  causes  of  the  American 
panic  of  this  period,  it  is  necessary  to  go  back  for  some 
years  and  consider  the  system  which  prevailed  there  in  the 
construction  of  railways. 

After  the  Civil  "War  came  to  an  end,  the  Americans, 
with  that  wonderful  energy  for  which  they  are  remarkable, 
immediately  turned  their  attention  towards  repairing  the 
waste  which  the  war  had  made.  As  a  chief  means  to  this 
end  they  developed  their  railway  system;  but  this,  for 
some  years,  they  kept  within  reasonable  bounds,  and  only 
constructed  where  construction  was  expedient.  After  a 
time,  however,  certain  individuals,  having  got  their  hand 
in,  and  having  as  it  were  warmed  to  the  work,  saw  their 
opportunity  and  embraced  it.  These  individuals  may  be 
called  professional  company-mongers.  They,  for  the  sake 
of  commissions,  and  the  hundred  and  one  pecuniary  ad- 
vantages derivable  from  such  undertakings,  promoted 
railways  in  districts  which  could  not  possibly  support 
them.  This  was  particularly  the  case  in  the  building  of 
what  were  called  the  "  land  grant "  roads,  in  respect  of 
which  they  could  go  to  the  public  in  justification  of  their 
enterprise,  and  feasibly  plead  that  if  those  roads  were  not 
undertaken  the  land  grant  privileges  would  soon  lapse. 

Both  before,  and  for  some  time  after  the  war,  railway 
enterprise  was  kept  within  due  bounds,  and  was  by  no 
means  in  excess  of  the  legitimate  requirements  of  the 
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country.  During  the  years  1850-59,  the  average  annual 
increase  of  new  railways  was  2159  miles  ;  and  during  the 
years  1860-7  1311  miles.  But  for  some  years  after  the 
last-named  period  the  professional  constructors  began  to 
come  to  the  front,  as  we  have  said,  and  the  result  was  an 
enormous  and  unnecessary  annual  increase  of  railway 
mileage. 

The  following  table  will  show  the  extent  of  the  mania 
which  was  prevalent  during  those  years  for  the  construc- 
tion of  new  lines  : — 

During  1868  there  were  built  2979  miles 

1869  „  4953  „ 

„        1870  „  5690  „ 

1871  „  7670  „ 

1872  „  6167  „ 

1873  „  3948  „ 

1874  „  1940  „ 

It  will  be  inferred  from  what  has  been  said  of  the  inu- 
tility  of  the  bulk  of  this  fresh  mileage  that  the  public 
were  not  so  foolish  as  to  find  the  money  for  the  whole  of 
its  construction.  Really  the  construction  was  effected  in 
great  part  without  any  real  solid  capital  at  all.  The  pro- 
moters of  the  railways  financed  them  in  some  such  way  as 
this  :— Having  possessed  themselves  of  the  necessary  land, 
or  land  rights,  they  met  together  and  formed  what  was 
called  a  "  Pool."  Thereafter  the  members  of  the  pool,  or 
certain  members  in  turn,  formed  themselves  into  the  rail- 
way company,  the  capital  stock  of  which  they  subscribed, 
but  for  which  they  paid  no  cash.  Then  they,  the  members 
of  the  pool,  being  also  the  directors  of  the  railway,  gene- 
rally sold  to  themselves  the  6  or  7  per  cent,  bonds  of  the 
company  at,  say,  75  per  cent.  These  bonds  they  then  re- 
sold to  the  loan  contractors  who  placed  them  with  the 
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public.  So  far  so  good ;  but  in  addition  to  allotting  to 
themselves  the  bonds  of  the  company  they  also  allotted  to 
themselves  as  a  kind  of  bonus  the  fully  paid  up  ordinary 
stock  of  the  company,  for  which  they  paid  nothing. 

It  will  be  seen  therefore  that  a  company  with  a  nominal 
capital  of  20  million  dollars,  consisting  of  half  of  ordinary 
stock  and  half  of  first  mortgage  bonds,  on  which  dividends 
were  expected  to  be  earned  and  paid,  might  only  receive  in 
actual  capital  about  7|  million  dollars,  a  large  portion 
perhaps  of  which  had  already  gone  to  pay  for  concessions, 
or  land,  or  preliminaries,  and  leaving  but  a  small  portion 
wherewith  to  carry  on  the  actual  construction  of  the  road. 
When  therefore  the  actual  capital  had  been  all  expended, 
which  was  very  soon,  recourse  had  to  be  had  to  financing 
to  raise  fresh  money  wherewith  to  carry  on  the  works. 
This  was  accomplished  by  the  companies  pawning  the 
lower  classes  of  bonds  with  the  financial  houses — some  of 
them  of  very  high  class  standing — who  raised  the  wind  in 
the  following  manner.  They  either  drew  their  own  pro- 
missory notes,  payable  to  their  own  order,  at  six  months 
date,  which  notes  were  bought  and  sold  by  the  note 
brokers  at  varying  rates  of  interest  and  commission ;  or, 
they  drew  bills  at  sixty  days  sight  on  their  London  cor- 
respondents and  handed  them  to  the  railway  companies, 
whose  only  care  was  to  sell  the  bills  in  the  market  to  the 
best  advantage. 

"Whether  the  advances  were  made  in  the  one  form  or 
the  other,  the  result  was  the  same  in  both  cases.  There 
being  no  funds  to  meet  them  as  they  fell  due,  they  were 
renewed  again  and  again,  and  were  perpetually  hawked 
about  the  streets,  and  drawing  constant  attention  to  a  very 
reprehensible  practice.  At  last  these  promissory  note  and 
bill  operations  got  so  large  and  unwieldy,  that  they  began 
to  be  difficult  to  manage — the  holders  of  the  bills  began 
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to  feel  alarmed — credit  gave  way — the  railway  works  came 
to  a  standstill  for  want  of  money — and  the  companies  to 
which  we  have  referred  went  one  and  all  into  liquidation. 

This  sudden  collapse  of  railway  construction  (it  will  be 
seen  that  in  1874  only  1940  miles  were  built  against  an 
average  of  the  previous  five  years  of  nearly  6000  miles) 
intensified  tenfold  the  collapse  of  the  credit  out  of  which 
it  arose.  The  iron  trade,  which  had  been  exceptionally 
prosperous  in  consequence  of  the  enormous  demand  for 
railway  material,  was  hurt ;  the  provision  trade,  which  had 
been  equally  prosperous  from  the  requirements  of  the 
large  number  of  labourers  engaged  on  the  works,  was  hurt ; 
indeed,  every  interest  connected  directly  or  indirectly  with 
railway  undertakings  received  a  blow  against  which  it 
could  not  stand.  In  short,  self-preservation  became  the 
order  of  the  day  all  round,  and  in  the  process  many  had 
to  go  to  the  wall. 

The  first  decided  indication  of  the  impending  panic  was 
the  failure  of  two  trust  companies  in  New  York  and 
Brooklyn.  The  failures  in  themselves  were  unimportant, 
but  they  were  naturally  looked  upon  as  the  harbingers  of 
something  more  serious.  The  state  of  mind  begotten  of 
such  a  strained  condition  of  public  credit  was  in  itself 
calculated  to  precipitate  any  impending  disaster,  and  it 
was  felt  that  any  additional  circumstance,  even  of  other- 
wise trifling  importance,  would  bring  the  fabric  of  American 
credit  down  like  a  house  of  cards. 

The  requisite  circumstance  occurred  about  ten  days  later 
in  the  failure  on  the  18th  September  of  Jay  Cooke  and 
Co.  This  failure  was  of  the  first  importance.  The  firm 
were  agents  of  the  American  Government,  and  formed  part 
of  the  powerful  syndicate  who  took  up  and  placed  in  the 
hands  of  the  public  the  five  per  cent,  funded  bonds  of  the 
Government.  Hence  they  were  looked  upon  as  something 
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more  than  an  ordinary  firm,  and  to  their  failure  was  con- 
sequently attached  a  greater  degree  of  importance.  The 
usual  result  followed.  Euns  took  place  on  the  National 
and  other  banks  of  Washington,  Philadelphia,  and  New 
York.  The  Washington  and  Philadelphia  banks  stood 
firm,  and  so  did  those  of  New  York  until  Saturday,  the 
20th,  when  five  banks  and  trust  companies  failed.  At 
this  point  it  was  hoped  the  worst  was  over,  but  after  a 
few  days'  lull  the  panic  revived  and  spread,  and  numerous 
other  failures  took  place,  both  in  the  West  and  South. 
Difficulty  was  experienced  in  selling  exchange.  Securities 
had  to  be  realized,  and  consequently  prices  fell.  Huge 
'  Bear  "  accounts  were  opened,  which  still  further  depressed 
prices. 

All  this,  naturally,  considering  the  extent  of  the  trade 
between  this  country  and  America,  produced  a  considerable 
sensation  upon  trade  circles  here.  The  American  exchange 
fell  below  gold  point,  and  gold  had  to  be  shipped  from  this 
side.  The  bulk  of  the  gold  went  between  the  24th  of 
September  and  the  15th  of  October,  during  which  period 
the  Bank  reserve  had  decreased  nearly  five  millions  and  a 
half.  To  protect  the  gold  the  Bank  of  England  raised  its 
rate,  which  had  been  standing  at  3  per  cent,  since  the 
21st  of  August,  to  4,  5,  6,  7,  8, 'and  9  per.  cent,  between 
the  25th  of  September  and  the  7th  of  November.  And 
contemporaneously  with  the  three  last-named  rates,  the 
Bank  charged  for  advances  8,  10,  and  12  per  cent.  These 
rates  had  at  last  the  desired  effect,  for  not  only  did  they 
stop  the  further  export  of  gold  to  America,  but  they  also 
attracted  gold  from  the  Continent,  Australia,  and  India, 
and  the  bullion  in  the  Bank  account  again  showed  an  in- 
crease on  the  22nd  of  November. 

About  the  beginning  of  December  the  crisis  began  to 
pass  away.  It  had  been  sharp,  and  the  recovery  was  cor- 
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respondingly  slow.  This  again  told  against  England,  as 
America  'is  our  best  customer,  and  she  was  in  no  con- 
dition to  buy  largely  from  us. 

Hence  the  year  1874  was  marked  by  business  of  a  quiet, 
steady-going  description,  out  of  which  little  profit  was 
made  in  any  branch.  It  cannot  be  said  there  was  any 
actual  depression.  The  smallness  of  the  volume  of  busi- 
ness arose  chiefly  in  the  reaction  from  the  former  period 
of  prosperity,  and  from  our  large  customer,  America,  not 
being  in  a  position  to  buy  from  us  as  much  as  usual.  Still, 
if  there  was  little  business  doing,  it  was  matter  for  thank- 
fulness that  there  were  few  failures  in  1874,  and  conse- 
quently little  anxiety  amongst  the  commercial  classes. 
With  the  exception  of  a  5  and  6  per  cent,  rate  on  Nov.  16 
and  30,  caused  by  the  usual  autumnal  drain  of  gold,  aggra- 
vated by  an  unusual  flow  to  Germany  in  connection  with 
their  new  gold  coinage  operations,  the  Bank  rate  during 
1874  was  never  higher  than  4  per  cent. 

At  the  beginning  of  1875  things  looked  better  all  round. 
The  6  per  cent,  rate  during  the  closing  month  of  1874  had 
the  effect  of  attracting  gold  from  the  Continent  and  else- 
where, and  replenishing  the  Bank  reserve.  Money  became 
plentiful  and  remained  so ;  and  it  was  fortunate  that  it 
did,  for  the  comparatively  fair  outlook  with  which  the 
year  opened  soon  gave  place  to  one  of  cloud  and  storm. 

Business  had  for  long  been  bad  in  South  America,  and 
losses  there  had  been  numerous  and  large.  The  knowledge 
of  this  fact  caused  all  the  London  firms  engaged  in  the 
South  American  trade,  who  were  not  of  the  first  water,  to 
be  looked  at  somewhat  askance,  and  as  the  result  of  this 
suspicion  some  heavy  failures  took  place. 

The  first  firm  that  succumbed  was  that  of  I.  C.  im  Thurn 
and  Co.,  with  liabilities  to  the  extent  of  three  millions. 
This  firm  was  peculiarly  open  to  attacks  upon  their  credit, 
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for  their  name  was  continually  before  the  London  bankers 
and  bill  brokers  in  the  shape  of  their  acceptances  in  con- 
nection with  their  numerous  financial  operations.  Then 
followed,  as  a  matter  of  course,  the  difficulties  of  the 
Hamilton  Windsor  Iron  Works  Company,  of  Liverpool, 
and  Clark,  Punchard,  and  Co.,  contractors,  of  London,  both 
of  whom  were  mixed  up  with  the  Buenos  Ayres  Railway 
Company,  whose  drafts  upon  im  Thurn  and  Co.,  to  the 
extent  of  about  .£400,000,  were  floating  about  on  the 
London  market.  Then,  partly  from  its  connection  with 
these  concerns,  and  partly  from  its  inherent  unsoundness 
and  mismanagement,  the  General  South  American  Com- 
pany stopped  payment  with  liabilities  of  .£400,000,  but  it 
is  right  to  add  that  during  last  year  this  company  paid  a 
final  dividend,  making  up  20s.  in  the  pound.  In  addition 
to  these  there  were  numerous  other  failures  in  the  South 
American  trade,  which,  though  of  less  moment,  helped  to 
deepen  the  anxiety  which  was  felt,  and  which  was  fast 
paving  the  way  for  the  crisis  which  occurred  a  little 
later  on. 

Meanwhile,  however,  things  quieted  down  somewhat, 
and  men  were  beginning  to  hope  that  the  worst  was  past, 
when  new  cause  for  anxiety  came  from  a  totally  different 
quarter.  About  the  end  of  March  several  failures  of  more 
or  less  importance  took  place  in  the  iron  trade.  A  very 
uneasy  feeling  again  became  prevalent,  and  this  feeling 
was  intensified  during  the  months  of  April  and  May  by  the 
conviction  that  the  strikes  in  the  iron  districts  of  South 
Wales  and  elsewhere  could  not  but  have  a  very  disastrous 
effect.  In  addition  to  this  there  were  persistent  rumours 
that  matters  were  not  quite  right  with  some  of  the  India 
and  China  houses,  and  the  failure  of  one  or  two  small  firms 
at  this  time  gave  colour  to  the  surmises.  Difficulties  were 
looming  everywhere  indeed.  It  mattered  not  to  what  part 
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of  the  world  the  eye  was  turned,  firms  connected  with  each, 
were  freely  talked  about.  And  to  aggravate  matters,  a 
small  concern  in  London,  called  the  City  and  County- 
Bank,  stopped  payment  on  the  18th  of  May.  This  failure 
was  of  no  direct  importance  to  any  but  those  imme- 
diately concerned,  but  it  helped  to  fan  the  flame  of 
distrust  and  anxiety  which  was  already  burning,  and 
intensified  the  serious  aspect  of  commercial  affairs  at  the 
time. 

Two  or  three  days  later  most  serious  rumours  were  cir- 
culated in  the  City  respecting  the  position  of  a  very  large 
iron  company,  but  as  the  day  passed  over  without  any 
disaster,  and  as  it  was  said  they  had  been  tided  over  their 
difficulties,  the  commercial  public  breathed  more  freely, 
and  hoped  that  all  immediate  danger  was  over.  This  hope 
was,  however,  doomed  to  disappointment,  for  within  a  week 
from  this  time  the  company  pointed  at — the  Aberdare  Iron 
Company — failed,  with  liabilities  amounting  to  over  a  mil- 
lion sterling.  This  failure  was  necessarily  and  quickly  suc- 
ceededby  the  stoppage  of  two  kindred  concerns,the  Plymouth 
Iron  Company  and  Fothergill,  Hankey,  and  Co.,  the  latter 
with  liabilities  of  also  over  a  million ;  and  by  Sanderson 
and  Co.,  the  bill-brokers,  who  held  a  very  large  amount  of 
the  paper  of  these  failed  firms,  with  liabilities  of  about 
seven  millions ;  and  by  a  number  of  smaller  firms,  who,  it 
transpired,  had  been  simple  drawing  posts  of  the  Aberdare 
Company,  and  who,  having  nothing  to  lose,  had  indulged 
in  the  reprehensible  practice  of  accepting  the  bills  of  the 
company,  to  enable  the  latter  to  "  raise  the  wind,"  for  a 
very  small  commission.  This  batch  of  failures  had  not  so 
evil  an  effect  as  might  have  been  supposed,  for  the  lia- 
bilities almost  entirely  were  in  the  shape  of  bills  of 
exchange  which  had  found  their  way,  through  Sanderson 
and  Co.  and  others,  into  the  portfolios  of  banks  who  were 
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•well  able  to  sustain  the  loss  ;  and  they  did  not  touch  the 
pockets  of  the  general  public  to  any  great  extent. 

The  immediate  cause  of  the  stoppage  of  the  Aberdare 
Iron  Company  was  no  doubt  the  strike  of  the  company's 
men,  in  conjunction  -with  the  strikes  of  the  men  connected 
with  the  other  iron  concerns  in  South  Wales.  It  had, 
however,  been  suspected  many  months  before  that  the 
company  had  been  raising  the  wind  by  accommodation 
bills,  and  when  the  strike  occurred,  and  when  consequently 
no  iron  was  turned  out  to  bring  cash  into  the  till,  the 
volume  of  accommodation  bills  increased,  and  the  com- 
pany's credit  was  in  the  same  ratio  decreased,  and  hence 
the  collapse. 

To  say  nothing  of  the  direct  evils  of  strikes,  it  may  be 
worth  while  to  record  that  since  the  strike  in  South  "Wales 
on  this  occasion  began,  there  were  returned  through  the 
Clearing  House  upwards  of  two  millions  of  pounds  of  the 
acceptances  of  small  traders  and  others  in  the  provinces  ; 
and  from  this  circumstance,  among  others,  observers  came 
to  the  conclusion  that  we  were  on  the  eve  of  a  large  com- 
mercial panic,  which,  happily  in  a  modified  form,  actually 
took  place  a  week  or  two  later. 

The  immediate  cause  of  the  panic — or  as  it  may  be  more 
correctly  described,  the  crisis — which  followed,  was  the 
announcement  on  the  afternoon  of  the  15th  of  June  of  the 
failure  of  Alexander  Collie  and  Co.,  East  India  merchants 
of  Manchester  and  London,  with  estimated  liabilities  to  the 
extent  of  .£3,000,000.  Although  this  firm  had  long  been 
suspected  by  some,  the  announcement  came  unexpectedly 
upon  the  market  and  revived  the  fears  which  for  the  pre- 
vious week  or  two  had  been  slumbering.  And  matters 
were  made  worse  when,  during  the  following  week,  about 
thirty  firms,  who  had  been  simply  drawing  posts  of  Collie's, 
and  had  accepted  merely  for  the  sake  of  a  commission* 
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failed.  And  the  parallel  between  the  Aberdare  Company 
and  Collie  did  not  end  here,  for  like  Sanderson  and  Co.  in 
the  former  case,  Young,  Borthwick,  and  Co.,  bill-brokers,  in 
the  latter,  were  largely  "  planted  "  with  the  accommodation 
bills,  and  being  unable  to  take  them  up  out  of  the  hands 
of  the  bankers  and  others  with  whom  they  had  discounted 
them,  or  lodged  them  as  security  for  loans,  they  were 
obliged  to  suspend  also,  with  liabilities  of  two  millions 
and  a  half. 

In  this  case,  as  in  the  former,  the  losses  fell  chiefly  upon 
the  banks,  and  the  general  public  were  not  much  hurt. 
While  the  crisis  lasted,  it  was  very  sharp  and  severe,  and 
was,  of  course,  availed  of  by  those  unprincipled  persons  who 
are  always  on  the  outlook  during  commercial  troubles  for 
opportunities  of  damaging  the  best  conducted  and  soundest 
concerns  with  the  view  of  profiting  by  their  contempo- 
raneous Stock  Exchange  operations.  The  consequence 
was  that  rumours  detrimental  to  some  of  the  London  and 
Indian  banks  were  freely  and  industriously  circulated,  and 
but  for  the  abundance  of  money  at  the  time  there  is  no 
telling  to  what  extent  the  crisis  might  have  gone. 

Fortunately,  however,  this  crisis  differed  from  the  panic 
of  1866,  inasmuch  as  at  this  time  money  was  superabun- 
dant and  the  Bank  rate  only  3|,  and  good  firms  had  no 
difficulty  whatever  in  obtaining  all  the  accommodation 
they  wanted. 

"With  the  smaller  firms  the  case  was  widely  different,  for 
bankers  and  brokers,  in  consequence  of  the  perpetual  state 
of  fear  in  which  they  had  been  kept  by  the  constantly  re- 
curring failures  almost  since  the  beginning  of  the  year, 
distrusted  those  firms  in  whom  they  had  not  the  most  per- 
fect faith,  and  refused  them  the  accommodation  which  they 
had  been  accustomed  to.  Hence  failures  amongst  the 
eecond-rate  traders  continued  for  some  time,  although  the 
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acute  stage  of  the  crisis  may  be  said  to  have  been  over 
within  a  week  of  Collie's  collapse.  Thanks,  however,  to 
the  plethora  of  money,  the  somewhat  exaggerated  fear  in 
the  minds  of  bankers  and  others  gave  place  to  a  desire  to 
make  what  profit  they  could  out  of  their  means,  and  they 
soon  began  to  discount  again,  and  thus  calmed  down  to  a 
great  extent  the  fear  which  had  been  previously  existing. 

The  competition  for  bills  had  the  usual  effect  of  still 
further  lowering  the  rates,  and  the  Bank  of  England,  in 
order  to  participate  in  the  discount  business  at  all,  were 
obliged  to  follow  the  market  and  lower  their  rate  on  the 
8th  July  to  3  per  cent.,  and  still  further  on  the  29th  July 
and  12th  August  to  2^  and  2  per  cent,  respectively.  The 
lowering  of  the  Bank  rate  was  only  a  sign  of  tne  superabun- 
dance of  money,  and  after  all  it  did  not  help  them  to  any 
particular  share  in  such  small  volume  of  discount  business 
as  was  being  done. 

At  this  time,  also,  a  large  number  of  foreign  States  and 
limited  companies  were  in  very  bad  odour,  and  investors 
sold  out  their  holdings  in  them  and  placed  their  money 
with  their  bankers  to  await  better  times.  This  also  aggra- 
vated the  position  of  matters.  The  result  of  all  these 
combined  causes  was  that  money  during  August  and 
September  was  a  perfect  drug  in  the  market,  and  at  times 
was  quite  unlendable.  The  best  rate  that  could  be  got  by 
bankers  for  loans,  when  they  could  lend  at  all,  for  a  month, 
was  1  per  cent.  The  Clearing  House  return  for  the  middle 
week  of  August  was  ten  millions  less  than  the  corresponding 
week  of  the  previous  year,  thus  showing  the  stagnation  of 
trade  and  the  consequent  valuelessness  of  money. 

During  October,  however,  the  usual  drain  of  gold  to  the 
country,  and  Scotland,  and  America,  coupled  with  a  some- 
what unusual  drain  to  Germany  for  coinage  purposes,  and 
to  other  parts  of  the  Continent,  and  to  South  America,  de- 
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plcted  the  stock  of  that  metal  by  three  and  a  half  millions, 
and  to  that  extent  relieved  the  London  market.  Hence 
rates  for  loans  and  discounts  began  to  improve,  and  with  this 
improvement  credit  began  to  revive,  and  a  final  departure 
was  made  from  the  period  of  extreme  monetary  ease  and 
chronic  distrust  which  had  been  lying  so  long  over  the 
banking,  financial,  and  commercial  world. 

Such  is  a  short  history  of  the  year  1875 — a  year  which 
may  be  most  accurately  described  as  being  marked  by  a 
series  of  crises,  which,  constantly  recurring,  paralyzed  credit 
from  its  very  beginning,  and  which  reached  their  climax 
with  the  failure  of  Collie  in  the  month  of  June,  a  failure 
which,  coming  as  the  last  shock  to  an  already  tottering 
fabric,  well-nigh,  for  a  time,  swept  the  very  name  of 
<£  credit"  out  of  existence. 

The  crisis  of  1878  was  unlike  that  of  1875,  inasmuch  as 
that  of  1875  extended  over  a  prolonged  period  and  had  its 
•culminating  point  at  a  given  time  ;  while  that  of  1878  was 
comparatively  short,  but  at  the  same  time  sharp  and  de- 
cided. 

The  intervening  years  of  1876-7,  and  the  greater  part  of 
1878  passed  over  without  any  noteworthy  incidents  except 
the  political  ones  of  the  Eusso-Turkish  war — which  lasted 
.from  April,  1877,  till  March,  1878 — and  our  own  troubles 
in  Afghanistan,  which  came  to  a  head  in  September,  1878. 
The  troubles  on  the  Continent  of  course  paralyzed  trade 
somewhat  and  retarded  the  recovery  from  the  depression 
which  had  been  existing  since  1873.  At  the  same  time, 
considerable  progress  towards  recovery  had  been  made, 
and  the  comparative  quietude  of  these  years  helped  mate- 
rially to  increase  the  chances  of  a  speedy  and  complete 
rev'.val.  Numerous  failures,  it  is  true,  took  place  during 
this  period,  but  they  were  chiefly  of  the  weaker  class  of 
traders,  and  arose  from  contracted  business  and  insufficient 
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profit,  and  had  no  important  bearing  on  the  monetary 
-world.  As  the  event  proved,  however,  the  expectations 
formed  of  a  trade  revival  were  once  more  doomed  to  dis- 
appointment by  the  catastrophes  which  took  place  in  the 
•  autumn  of  1878. 

At  this  period  occurred  the  crisis  of  1878,  an  event  which 
had  for  its  initial  cause  the  failure  of  the  City  of  Glasgow 
Bank,  on  the  2nd  of  October.  Although  this  failure,  when 
it  did  take  place,  was  not  an  entire  surprise  in  well-informed 
circles,  it  came  upon  the  general  public  like  a  thunder- 
bolt, and  once  more  shook  the  fabric  of  credit  to  its  very 
foundations. 

We  have  said  that  the  failure  of  this  bank  was  not  an 
entire  surprise  in  well-informed  quarters,  and  it  may  be 
well  to  explain,  that,  particularly  in  London,  it  had  always 
been  looked  upon  with  some  degree  of  suspicion  since  its 
temporary  stoppage  in  1857.  And  its  credit  was  in  no 
degree  improved  when,  during  the  last  eight  or  nine  years 
of  its  existence,  it  was  suspected  that  instead  of  having 
made  a  departure  from  the  reckless  management  which 
brought  it  into  its  former  difficulties,  it  still  continued  in 
the  same  evil  courses.  The  point  upon  which  the  bank 
seemed  to  lay  itself  open  to  remark  during  that  period  was 
the  free  way  in  which  it  used  its  credit  on  acceptances. 
It  was  noticed  that  its  acceptances  under  credits  issued  to 
Smith,  Fleming,  and  Co.,  and  others,  were  apparently  very 
much  larger  than  the  businesses  of  these  firms  would  le- 
gitimately require ;  and  the  soundness  of  this  suspicion 
has,  of  course,  been  since  proved  by  the  revelations  of  the 
liquidators. 

But  although  there  was  this  suspicion  in  certain  minds 
thus  early,  it  cannot  be  said  that  the  bank  was  in  any  gene- 
ral discredit  till  about  the  beginning  of  1878.  On  the  1st  of 
March,  "Willis,  Percival  and  Co.,  bankers  in  Lombard  Street, 
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having  lost  a  large  sum  of  money  by  a  Greek  firm,  failed, 
and  this  circumstance  tended  to  turn  the  attention  of 
holders  of  bills  to  all  financial  institutions  not  of  the  first 
water.  Chief  amongst  these  was  the  City  of  Glasgow  Bank, 
whose  acceptances,  at  this  time  particularly,  were  being 
pressed  for  discount  in  large  quantities  upon  the  London 
bill  market. 

It  was  significant  of  the  discredit  into  which  the  bank 
had  fallen  at  this  time  that  the  bill  brokers,  in  discounting 
its  acceptances,  generally  asked,  and  readily  obtained,  an 
extra  quarter  or  half  per  cent,  over  the  market  rate  for 
other  bank  bills.  This  was  the  beginning  of  the  inevitable 
end.  The  distrust  henceforth  was  never  for  a  moment, 
allayed.  It  rather  grew  more  and  more  pronounced  until 
the  month  of  September,  when  it  came  to  a  head.  The 
Indian  banks  being  large  holders  of  the  acceptances  of  the 
City  of  Glasgow  Bank,  which  had  been  given  under  credits 
in  favour  of  the  corresponding  houses  in  India  of  Smith, 
Fleming  and  Co.,  London,  and  others,  and  having  found 
great  difficulty  in  getting  rid  of  such  acceptances  on  the 
London  market,  instructed,  it  is  said,  their  agents  in  the 
East  to  buy  no  more  of  that  paper.  This  precipitated  the 
crisis.  The  authorities  of  the  bank  in  Glasgow  found  their 
credit  entirely  gone,  with  the  inevitable  consequence  of  a 
stoppage  staring  them  in  the  face. 

The  first  definite  rumour  of  the  bank  being  in  extremis 
came  from  the  London  Stock  Exchange,  on  the  25th  of 
September.  Then  followed  rumours  of  all  descriptions,, 
embracing  some  to  the  effect  that  false  gold  returns  and 
false  balance-sheets,  &c.,  had  for  long  been  systematically 
issued.  These  rumours  also  emanated  from  the  Stock 
Exchange. 

It  was  regarded  at  the  time  as  being  somewhat  singular 
that  certain  members  of  the  Stock  Exchange  should  have 
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such  an  intimate  and  exclusive  knowledge  of  the  private 
affairs  of  the  bank,  but  the  subsequent  revelations  ren- 
dered it  less  remarkable  that  the  difficulties  of  the  concern 
should  have  been  first  allowed  to  reach  such  a  quarter. 

When  the  rumours  referred  to  first  reached  the  ears  of 
the  other  Scotch  bankers  they  were  greatly  discredited, 
for,  although  the  City  Bank  had  for  long  been  treated  as 
a  kind  of  pariah  in  Scotland,  because  of  the  imprudent 
business  they  were  suspected  of  doing,  it  was  believed  that 
the  directors  were  honourable  men,  and  that  the  balance 
sheets  were  true.  Assuming  that  the  latter  gave  a  true 
statement  of  the  affairs  of  the  bank,  the  other  Scotch 
banks  could  see  in  them  no  corroboration  of  the  rumours, 
and  hence  did  not  credit  them.  And  so  well  was  the  secret 
kept,  except  in  interested  quarters,  that  it  was  not  until  the 
City  Bank  directors  themselves  came,  during  the  last  day 
or  two  of  September,  to  invoke  the  aid  of  the  other  banks, 
that  the  latter  could  bring  themselves  to  believe  in  the 
truth  of  the  reports. 

Following  upon  this  the  other  banks  deputed  Mr.  George 
Auldjo  Jamieson,  accountant,  in  Edinburgh,  to  examine 
and  report  upon  the  state  of  the  finances  of  the  City  Bank, 
with  the  view  of  giving  that  bank  the  necessary  aid  should 
such  a  course  seem  to  be  warranted  and  afford  any  hope  of 
helping  it  through  its  difficulties.  A  cursory  examination, 
of  the  books  showed  Mr.  Jamieson  that  no  less  a  sum  than 
nearly  six  millions  of  pounds  had  been  lent  to  four  firms, 
and  that  the  bank's  affairs  were  in  such  a  hopeless  condi- 
tion that  to  advise  that  aid  should  be  given  was  quite  out 
of  the  question.  The  other  banks,  therefore,  declined  to 
interfere,  and  accordingly  the  City  of  Glasgow  Bank 
stopped  payment  on  "Wednesday,  the  2nd  of  October. 

In  Scotland  and  London  the  news  was  received  quietly, 
coming,  as  it  did,  upon  minds  which  had  for  ten  days  or 

ii.  D  r> 
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so  been  prepared  for  the  -worst.  It  was  well  that  the  blow 
did  not  fall  upon  minds  unprepared  for  it,  for  had  it  come 
suddenly,  like  the  Collie  failure  in  1875,  a  banking  panic 
of  unexampled  virulence  would  most  probably  have  been 
the  result.  As  it  was,  the  short  breathing  time  allowed 
enabled  banks  and  financial  institutions  of  all  kinds  to 
mature  such  arrangements  as  should  secure  themselves  in 
the  event  of  the  worst  coming.  To  be  forewarned  is  to  be 
forearmed,  and  to  be  forearmed  is  in  a  great  measure  to 
forestall  and  minimize  the  danger.  Hence  it  was  that 
when  the  blow  fell,  the  public  generally  received  the  news 
with  calmness,  and  forbore  to  run  upon  the  other  banks  in 
any  marked  degree.  It  is  true  that  the  other  two  Glasgow 
banks  had  to  sustain  something  in  the  nature  of  a  run, 
although  public  distrust  never,  at  any  period  during  the 
crisis,  amounted  to  more  than  might  have  been  expected 
in  the  circumstances.  The  association  of  ideas  in  the 
public  mind  suggested  the  fact  that  the  only  two  bank 
failures  in  Scotland  in  recent  times,  those  of  the  Western 
Bank  and  the  City  Bank,  were  both  Glasgow  banks  ;  hence 
the  public,  very  unreasonably,  looked  somewhat  askance 
at  the  two  remaining  Glasgow  banks ;  but  these  institu- 
tions, as  was  to  be  expected  from  their  prudent  and  able 
management,  had  no  difficulty  in  meeting  all  the  demands 
upon  them,  and  speedily  any  distrust  which  may  have 
arisen  passed  away. 

When  the  City  of  Glasgow  Bank  stopped  payment,  the 
other  Scotch  banks  immediately  took  steps  to  announce 
that  the  notes  of  that  bank  would  be  accepted  as  usual. 
And  in  addition  to  this  they  also  speedily  arranged  a  plan 
whereby  immediate  relief  was  given  to  such  depositors  oi 
the  failed  bank  as  were  hampered  by  the  lock-up  of  their 
money  by  granting  them  advances  on  the  security  of  their 
deposits.  And  no  doubt  it  was  due  to  such  action  that  a 
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panic,  which  might  well  in  the  circumstances  have  been 
considered  inevitable  in  Scotland,  was  averted. 

Directly  the  directors  determined  to  stop  payment  they 
gave  instructions  to  a  firm  of  accountants  in  Glasgow, 
Messrs.  Kerr,  Andersons,  Muir,  and  Main,  and  to  a  firm  of 
solicitors  there,  Messrs.  McGrigor,  Donald,  and  Co.,  to 
prepare  a  balance  sheet  of  the  bank,  as  on  the  1st  October, 
1878,  the  day  preceding  the  stoppage,  to  be  submitted  to 
the  shareholders  on  the  earliest  possible  day.  This  in- 
vestigation necessarily  occupied  a  considerable  time,  and 
it  was  not  until  the  19th  of  the  month  that  the  investiga- 
tors' report  was  in  the  hands  of  the  shareholders.  Then 
for  the  first  time  the  public  generally  became  aware  of  the 
appalling  nature  of  the  catastrophe,  when  it  was  seen  that 
there  was  a  total  loss  of  .£6,190,983,  and  that,  to  hide  this 
deficiency,  the  balance  sheets  had  been  systematically  fal- 
sified for  years. 

In  addition  to  the  money  loss,  the  revelations  made  in 
the  report  with  respect  to  the  book-keeping,  and  other 
matters,  were  of  a  most  astounding  character,  and  showed 
mismanagement  so  gross  and  criminal  as  to  be  almost  in- 
credible. Indeed,  so  gross  was  the  falsification  that,  imme- 
diately on  the  issue  of  the  investigators'  report  on  the  19th, 
warrants  were  issued  for  the  apprehension  of  the  directors 
and  manager  on  a  charge  of  fraud,  and  put  in  force  the 
same  evening. 

The  investigators'  report  was  issued  on  the  19th  of 
October,  and  on  the  22nd  a  meeting  of  the  shareholders 
was  held  to  consider  it,  when  a  voluntary  liquidation  was 
resolved  upon.  The  liquidators  appointed  were  Mr.  Wil- 
liam Anderson,  one  of  the  investigators ;  Mr.  Jamieson, 
who  made  the  preliminary  investigation  on  behalf  of  the 
other  Scotch  banks;  Mr.  John  Cameron,  formerly  secretary 
of  the  Clydesdale  Bank  ;  and  Mr.  Jamieson's  partner,  Mr. 
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James  Haldane,  of  the  firm  of  Messrs.  Lindsay,  Jamieson, 
and  Haldane,  chartered  accountants,  Edinburgh. 

These  gentlemen  immediately  addressed  themselves  to 
the  work  of  their  office.  The  first  necessary  step  was  to 
settle  the  list  of  shareholders,  which  was  accomplished  by 
the  7th  of  the  following  month. 

At  the  period  of  the  stoppage,  according  to  the  original 
list  as  settled  by  the  liquidators,  there  appear  to  have 
been  1,819  shareholders  of  all  kinds.  Of  these,  1,093  held 
in  their  own  right ;  484  as  trustees  ;  100  as  joint  holders, 
life-renters,  &c. ;  108  were  representative  of  stock  held  by 
wives,  &c. ;  while  the  remainder  held  in  some  other  repre- 
sentative capacity. 

It  is  not  to  be  supposed  that  so  large  a  body  would 
quietly  submit  to  have  their  names  placed  on  the  list  of 
contributories  without  a  struggle,  and  efforts  were  made 
by  many  to  get  rid  of  their  responsibility.  Petitions  to 
the  Court  of  Session  were  presented  by  209  persons  for 
rectification  of  the  list  of  contributories  which  the  liquida- 
tors were  obliged  to  resist.  In  this  they  were  successful 
in  139  cases,  partly  successful  in  26  cases,  and  unsuccess- 
ful in  44  cases.  These  petitions  were  presented  chiefly  on 
the  ground  that  the  petitioners  had  been  induced  to  pur- 
chase stock  on  the  fraudulent  representations  of  the  bank; 
or  that  prior  to  the  stoppage  the  stock  held  by  them  had 
been  sold  to  the  bank ;  or  that  they  had  disposed  of  their 
holdings  before  the  22nd  of  October,  when  the  share- 
holders passed  the  formal  resolution  to  go  into  liquida- 
tion, although  they  made  no  pretence  that  they  had  sold 
before  the  date  of  the  actual  stoppage  on  the  2nd  of 
October. 

In  addition  to  those  cases  of  petitions  for  rectification, 
the  liquidators  were  parties  to  other  203  cases  before  the 
law  courts.  Eighty-four  of  these  were  actions  against 
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the  liquidators,  68  of  which  they  resisted  successfully,  and 
8  unsuccessfully,  and  were  partially  successful  with  respect 
to  the  remainder.  In  25  actions  raised  by  the  liquidators, 
they  were  successful  in  12,  unsuccessful  in  1,  and  partially 
successful  in  5,  while  the  others  are  still  pending.  The 
remaining  94  cases  to  which  the  liquidators  were  parties 
consisted  of  applications  to  the  Court  for  sanction  of 
arrangements  made  by  them  with  certain  debtors,  credi- 
tors, contributories,  &c.  Amongst  these  may  be  men- 
tioned, by  way  of  example,  the  compromises  effected  with 
the  trustees  of  James  Morton  and  Co.,  Matthew  Buchanan 
and  Co.,  Glen,  "Walker  and  Co.,  Potter,  Wilson  and 
Co.,  J.  Innes,  Wright  and  Co.,  W.  Nicol  and  Co.,  of 
Bombay,  all  large  debtors  to  the  bank,  whereby  their 
estates  were  made  effectual  for  the  benefit  of  the  bank  to 
the  value  of  nearly  a  million  pounds,  and  litigation  was 
thus  avoided.  The  liquidators  also  entered  into  an  agree- 
ment with  the  trustee  of  Smith,  Fleming,  and  Co.'s  estate, 
whereby,  by  paying  a  dividend  of  2s.  Id.  per  <£  on  the 
claims  (amounting  to  about  ,£180,000)  of  all  creditors 
other  than  the  bank,  they  secured  all  the  assets,  which 
promise  to  turn  out  well. 

Among  the  special  actions  to  which  the  liquidators  were 
parties  may  be  mentioned  that  of  "  Murdoch's  Trustees," 
which  was  taken  as  a  test  case  to  try  the  question  of  the 
individual  liability  of  trustees ;  and  that  of  the  Caledonian 
Bank,  for  the  winding-up  of  which  the  liquidators  peti- 
tioned. With  regard  to  Murdoch's  trustees,  they  deter- 
mined, notwithstanding  former  clear  decisions  on  the 
point,  to  try  the  question  of  the  personal  liability  of  trus- 
tees afresh.  The  result  was  that  judgment  was  given  by 
the  first  division  of  the  Court  of  Session  unanimously  in 
favour  of  the  liquidators  on  the  20th  December,  1878,  and 
the  principle  of  the  personal  liability  of  trustees  was 
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thereby  affirmed.  Against  this  judgment  Murdoch's  trus- 
tees appealed  to  the  House  of  Lords,  who,  on  the  7th  of 
April  following,  dismissed  the  appeal,  and  confirmed  the 
judgment  of  the  Court  of  Session. 

The  petition  for  the  winding-up  of  the  Caledonian  Bank 
was  presented  by  the  liquidators  in  December,  1878, 
under  these  circumstances  :  the  Caledonian  Bank  having 
taken  £400  stock  of  the  City  of  Glasgow  Bank,  as  security 
for  an  advance,  from  one  of  its  customers,  and  having 
registered  the  same  in  its  own  name,  became  thereby  a 
shareholder  of  the  City  of  Glasgow  Bank,  and  responsible 
for  its  debts.  This  fact  having  become  a  matter  of  noto- 
riety, the  shareholders  of  the  Caledonian  Bank,  fearful  of 
the  consequences,  began  to  sell  their  shares,  or  transfer 
them  into  the  names  of  men  of  straw.  The  liquidators 
of  the  Glasgow  Bank  thereupon  took  steps  to  stop  this 
process  by  closing  the  register  of  the  Inverness  Bank, 
which  was  effected  by  the  petition  for  the  winding-up 
of  the  latter,  which  was  the  only  means  then  possible 
for  effecting  that  object.  The  Caledonian  Bank  then 
stopped  payment,  but  subsequently  so  amended  its  con- 
stitution as  to  prevent  any  transfer  of  shares  without  the 
approval  of  the  directors;  ^nd  having  thus  effected  the 
chief  object  of  the  petition  of  the  liquidators  of  the  Glas- 
gow Bank,  the  petition  was  withdrawn  on  the  28th  of 
June,  1879,  and  the  Caledonian  Bank  forthwith  resumed 
business. 

The  first  duty  of  the  liquidators,  viz.,  the  settlement  of 
the  list  of  shareholders,  having  been  effected,  their  second 
step  was  the  call  upon  these  unfortunate  individuals  for 
£500  per  every  ,£100  of  stock  held.  This  call  was  made 
on  the  13th  November,  and  was  payable  in  two  equal  in- 
stalments on  the  23rd  of  the  following  month  and  the 
24th  of  the  following  February.  The  object  of  the  liquida- 
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tors  in  allowing  so  long  a  time  for  the  payment  of  the 
second  instalment  was  to  enable  shareholders  to  realize 
their  securities  without  unduly  forcing  them  upon  the 
markets,  and  so,  to  a  great  extent,  sacrificing  them. 

The  nominal  amount  of  the  first  call  was  about 
.£4,200,000,  and  by  the  end  of  the  second  official  year 
of  the  liquidation — 22nd  October,  1880 — it  had  realized 
£2,409,066. 

The  first  call  necessarily  swept  away  many  hundreds  of 
the  original  shareholders,  and  made  the  obligations  of  the 
remainder  all  the  more  onerous. 

By  March,  1879,  the  liquidators  were  ready  to  make  the 
second  call,  having  gained  considerable  experience  in  the 
realization  of  the  first,  and  having  been  able  to  form  a 
more  accurate  judgment  as  to  the  capabilities  of  the  re- 
maining contributories.  But  they  deemed  it  expedient, 
before  making  the  second  call,  to  await  the  issue  of  the 
appeal  to  the  House  of  Lords  by  Murdoch's  trustees  already 
alluded  to. 

On  the  7th  of  April  judgment  was  given  in  this  case 
against  the  appellants,  as  was  fully  expected ;  and  on  the 
8th  the  liquidators  made  their  second  call,  amounting  to 
.£2,250  per  cent.,  payable  on  the  22nd  of  the  same  month. 
The  nominal  amount  of  this  call  upon  the  stock  held  by 
the  then  solvent  contributories  was  £ 7,814,000,  and  it 
actually  realized  by  the  end  of  the  second  year  of  the 
liquidation  the  sum  of  £3,405,452. 

The  two  calls  having  thus  realized  the  large  sum  of 
£5,814,000,  or  nearly  as  much  as  covered  the  estimated 
total  loss,  no  further  call  was  deemed  necessary.  With 
this  sum,  together  with  the  sum  of  £5,851,657,  realized 
out  of  the  good  assets  of  the  bank  during  the  two  years, 
the  liquidators  were  enabled  to  pay  dividends  to  the  credi- 
tors as  follows,  viz. : — 
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6s.  8d.  in  the  £  on  28th  February,  1879. 

3s.  4d.  „           20th  June,  1879. 

Ss.  4cZ.  „           17th  October,  1879. 

Is.  Sd.  „           25th  February,  1880. 

Is.  Od.  „           23rd  March,  1880. 

Is.  Od.  „           9th  July,  1880. 


17s.  Od. 

In  addition  to  this  the  liquidators  were  enabled  towards 
the  end  of  1879,  by  the  aid  of  an  advance  from  the  other 
Scotch  banks,  to  offer  payment  in  full  to  such  of  the 
creditors  as  chose  to  forego  the  interest  on  the  unpaid 
balance  of  their  claims.  This  offer  was  taken  advantage 
of  to  a  very  large  extent ;  and  it  can  be  said  that  practi- 
cally every  creditor  was  paid  his  20s.  in  the  <£  within  a 
year  and  a  quarter  of  the. failure  of  the  bank.  The  credi- 
tors who  did  not  take  advantage  of  this  offer  were  few  in 
number,  and  their  claims  were  comparatively  small  in 
amount. 

The  all  but  universal  ruin  of  the  shareholders,  and  the 
searching  character  of  the  calls  made  by  the  liquidators, 
will  be  evident  when  it  is  mentioned  that,  of  the  original 
capital  of  one  million  pounds  stock,  the  holders  of  only 
<£88, 722  were  left  solvent  after  the  payment  of  the  second 
call.  This  solvent  stock  was  held  by  129  individual  share- 
holders, and  by  124  trustees,  out  of  the  original  number 
of  1,819  shareholders  of  all  kinds.  Of  the  million  of 
capital,  however,  <£160, 313  was  held  by  the  bank  itself, 
and  by  several  bankrupt  debtors  to  the  bank  from  whose 
estates  there  was  not  a  penny  forthcoming  to  meet  the 
calls.  There  was  thus  only  .£839, 687  of  stock  in  the 
hands  of  the  public ;  and  it  will  be  evident,  therefore,  that 
holders  of  stock  to  the  amount  of  =£750,965  were  abso- 
lutely ruined. 
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From  the  foregoing  facts  an  idea  can  be  formed  of  the 
immense  labour  involved  in  the  liquidation.  We  have 
Been  that  the  liquidators  were  parties  to  over  400  cases  in 
the  law  courts,  but  that  must  give  but  a  faint  idea  of  their 
labours,  as  it  is  evident  they  must,  in  addition,  have  made 
arrangements  with  some  1,500  of  the  shareholders  who 
failed  to  pay  both  the  calls,  and  surrendered  their  stock. 
The  course  the  liquidators  followed  in  such  cases  was  to 
require  from  the  surrendering  shareholders  a  statement  of 
their  affairs,  with  a  declaration  as  to  its  truth  before  a 
justice  of  the  peace.  These  statements  were  then  care- 
fully examined  and  tested  by  the  liquidators,  and  on  their 
bases  an  arrangement  was  come  to,  which  arrangement 
was  then  submitted  to  a  committee  of  shareholders  for 
approval,  and  thereafter  to  the  Court  of  Session  for  its 
sanction. 

It  may  be  interesting  to  note  as  bearing  upon  the  ques- 
tion of  the  stability  of  bank  shareholders,  that  two-thirds 
of  the  surrendered  stock  was  exhausted  by  the  first  call  of 
per  cent. 

"We  have  given  but  a  mere  outline  of  the  history  of  this 
disaster,  a  disaster  which  for  its  magnitude,  as  well  as  for 
the  grossness  of  its  surroundings,  is  unprecedented  in  the 
history  of  banking.  In  Scotland  it  was  felt  to  be  a 
national  disgrace,  but  it  had  the  effect  of  setting  forth  the 
national  character  in  some  of  its  best  lights.  There  were 
few  bright  spots  on  the  face  of  the  whole  wretched  event, 
but  such  as  there  were  ought  in  justice  to  be  mentioned. 

It  ought  to  be  mentioned  to  the  credit  of  the  share- 
holders, for  instance,  that  at  their  meeting  on  the  22nd  of 
October  to  receive  the  investigators'  report,  they  did  not 
enter  upon  unmeasured  denunciations  of  the  directors  for 
their  cruelty  in  leading  them  into  such  a  position.  Bv  the 
day  of  the  meeting  the  report  had  been  in  their  hands  for 
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three  days,  and  they  had  therefore  ample  time  to  consider 
the  hopelessness  of  their  position  and  the  enormous  deficit 
they  would  have  to  make  good.  Strong  language,  there- 
fore, would  have  been  excusable,  but  instead  of  resorting 
to  that  they  one  and  all  faced  their  difficulties  in  a  calm, 
manly,  courageous  manner,  and  expressed  their  determina- 
tion to  keep  faith  with  their  creditors  to  their  uttermost 
farthing.  How  well  they  kept  their  pledge  is  well  known ; 
but  unfortunately  in  the  result,  in  many  cases,  absolute 
penury  was  the  least  evil  that  befell  them,  for  some,  in 
addition  to  this,  lost  their  reason,  and  all  that  made  life 
worth  having,  thereby  laying  an  immeasurable  load  of 
responsibility  upon  all  those  who  had  a  hand,  directly  or 
indirectly,  in  bringing  them  to  such  a  pass. 

It  ought  also  to  be  mentioned  to  the  credit  of  the  Court 
of  Session  and  the  liquidators,  that,  animated  by  the  pre- 
vailing sentiment,  they  put  their  shoulders  to  the  wheel 
in  such  earnest  as  to  dispose  of  the  large  number  of  cases 
already  mentioned  in  a  few  months,  thereby  rendering  it 
possible  to  pay  practically  all  the  creditors  of  the  bank  in 
full  within  a  year  and  a  quarter  from  the  date  of  the 
stoppage. 

It  ought  further  to  be  mentioned  to  the  credit  of  the- 
general  public,  that  immediately  it  was  seen  how  very 
ruinous  the  disaster  would  prove,  a  subscription  was  opened 
for  the  relief  of  ruined  shareholders,  which  in  a  month  or 
two  reached  the  large  sum  of  nearly  ,£400, 000,  which  was 
almost  entirely  subscribed  in  Scotland  alone. 

We  have  already  said  that  immediately  on  the  appear- 
ance of  the  investigators'  report,  on  the  19th  of  October,, 
warrants  were  issued  for  the  apprehension  of  the  directors 
and  manager,  on  a  charge  of  fraud.  They  were  accordingly 
all  apprehended  on  the  same  Saturday  evening,  and  on 
the  following  Monday  were  brought  before  the  police 
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court ;  and  a  week  later,  after  being  further  charged  with 
theft,  were  formally  committed  for  trial ;  the  trial,  how- 
ever, not  taking  place  till  the  20th  of  the  following 
January. 

The  first  head  of  indictment  charged  the  panels  with 
issuing  false  and  fraudulent  balance  sheets  during  the 
years  1876,  1877,  and  1878.  The  fabrication  of  the  balance 
sheets  was  actually  commenced  in  1873,  but  the  Crown 
went  no  further  back  than  1876,  believing  that  they  could 
found  a  charge  on  the  balance  sheets  of  that  and  the  two 
subsequent  years  of  sufficient  gravity  to  obtain  a  con- 
viction. 

The  panels  were  charged  with  the  issue  of  false  balance 
sheets,  inasmuch  as  in  that  of  1876  they  understated  the 
deposits  £1,006,000,  the  acceptances  .£973,000,  the  credit 
accounts,  and  other  advances  .£2,698,000,  and  overstated 
the  cash  in  hand  £'29,000,  government  stocks,  &c., 
£753,000,  profits  £125,000,  reserve  fund  £450,000 ;  in 
that  of  1877  they  understated  the  deposits  £1,151,000,  the 
circulation  .£76,000,  the  acceptances  £1,330,000,  the  bills 
of  exchange,  credit  accounts,  and  other  advances  £3,227,000, 
the  cash  in  hand  £30,000,  and  overstated  the  government 
stocks,  &c.,  £751,000,  profits  £129,000,  reserve  fund 
£450,000;  and  in  that  of  1878  they  understated  the  de- 
posits £941,000,  the  circulation  £89,000,  the  acceptances 
£1,393,000,  the  bills  of  exchange,  credit  accounts,  and  other 
advances  £3,520,000,  and  overstated  the  cash  in  hand 
-.".219,000,  the  government  stocks,  &c.,  £926,000,  the  pro- 
fits £125,000,  the  reserve  fund  £450,000. 

In  addition  to  these  specific  charges  they  were  also 
charged  under  this  head  of  the  indictment  with  treating 
and  publishing  as  available  assets,  certain  bad  debts,  to  an 
amount  far  exceeding  the  capital  of  the  bank,  and  with 
fraudulently  representing  and  publishing  that  the  bank 
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was  in  a  sound  and  prosperous  condition,  and  capable  of  pay- 
ing a  certain  dividend,  and  of  carrying  forward  a  certain 
amount  to  the  following  year's  profit  and  loss  account. 

Under  the  second  head  of  the  indictment  some  of  the 
panels  were  further  charged  with  breach  of  trust  and 
embezzlement,  inasmuch  as  each  of  them  did  in  breach  of 
his  trust  and  duty  as  a  director  of  the  bank  embezzle  and 
appropriate  to  his  own  use,  or  to  the  use  of  the  firm  with 
•which  he  was  connected,  certain  specified  large  sums  of 
money  ranging  in  amount  from  about  £30,000  to  over 
d£300,000. 

The  third  head  of  the  indictment  charged  all  the 
directors  with  theft,  inasmuch  as  they  did  "  wickedly  and 
feloniously  steal  and  theftuously  away  take  "  certain  bills 
of  exchange  which  had  been  left  with  them  by  customers 
for  collection  and  credit  of  account  at  maturity,  and  did 
instead  discount  the  same  and  apply  the  proceeds  for  the 
purposes  of  the  bank. 

The  indictment  resolved  itself  substantially  into  the 
three  foregoing  heads  of  making  and  issuing  false  balance 
sheets,  breach  of  trust  and  embezzlement,  and  theft. 

On  the  discussion  of  the  relevancy  of  the  indictment,  the 
counsel  for  the  prisoners  argued  that  the  indictment  was 
altogether  bad,  inasmuch  as  the  first  head  was  not  suffi- 
ciently specific,  and  because  it  was  contradictory  and  unin- 
telligible ;  and  particularly  that  the  eighth  count  of  the 
first  charge,  viz.,  that  bad  debts  far  exceeding  the  capital 
of  the  bank  had  been  treated  as  good  assets,  should  be 
struck  out,  because  it  did  not  specify  the  debts  which 
were  bad  and  irrecoverable. 

With  regard  to  the  second  head,  counsel  argued  that 
the  directors  committed  no  crime  in  sanctioning  advances 
to  themselves,  and  did  nothing  that  was  not  quite  within 
their  discretion  in  so  doing. 
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With  regard  to  the  third  head,  they  submitted  that,  in 
sending  the  bills  to  London  for  discount,  the  directors, 
though  they  might  have  been  guilty  of  some  irregularity 
in  sending  them  prematurely,  "were  not  guilty  of  theft,  in- 
asmuch as  they  placed  the  proceeds  of  the  bills  to  their 
customers'  credit  at  maturity,  and  only  used  the  proceeds 
for  the  purposes  of  the  bank  in  the  meantime  in  their  dis- 
cretion as  agents  for  their  customers. 

As  the  result  of  the  argument  on  the  relevancy,  the  Lord 
Advocate  for  the  Crown  withdrew  the  eighth  count  of  the 
first  head  of  falsifying  the  balance  sheets,  on  the  ground 
that  he  was  not  in  a  position  to  give  the  details  of  the  bad 
debts  treated  as  good  assets.  And  the  Lord  Justice  Clerk 
disallowing  the  other  objections  raised  by  counsel  against 
the  relevancy,  the  indictment,  amended  as  above,  was  placed 
before  the  jury. 

During  the  course  of  the  trial,  however,  the  Crown 
found  it  necessary  to  abandon  the  two  charges  of  em- 
bezzlement and  theft  ;  and  the  only  charge  which  was 
ultimately  put  before  the  jury  for  their  verdict  was  that 
of  fraudulentlv  falsifving  and  issuing  the  balance  sheets. 

•/  *  O 

To  enable  the  reader  more  clearly  to  follow  the  charge 
which  was  preferred,  we  shall  here  give  a  copy  of  the 
balance  sheet  of  5th  June,  1878,  as  issued  by  the  directors, 
together  with  &  pro  forma  balance  sheet  of  the  same  date, 
made  up  for  the  sake  of  comparison,  after  giving  effect  to 
the  falsifications  charged  in  the  indictment.  And,  as 
further  illustrative  of  the  falsifications,  we  shall  also  give 
a  copy  of  the  balance  sheet  of  the  bank  on  1st  October,  as. 
made  up  by  the  investigators. 
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During  the  examination  of  Mr.  Jamieson  it  was  elicited 
that  the  bank  had  lent  the  enormous  sum  of  nearly  six 
millions  to  five  different  firms,  all  of  whom  were  insolvent ; 
and  the  inference  was  that  to  hide  these  bad  debts  was  the 
motive  of  the  directors  in  the  fabrication  of  the  balance- 
sheets. 

The  following  are  the  names  and  amounts  of  these  bad 
debts,  viz. : — 

James  Morton  as  an  individual,  and  his  firm 

of  James  Morton  and  Co.,  Glasgow  .         .  .£2,173,000 

Smith,  Fleming,  and  Co.,  London        .         .  1,968,000 

James  Nicol  Fleming,  Glasgow    .         .         .  1,238,000 
Lewis  Potter  as  an  individual,  and  his  firm 

of  Potter,  Wilson,  and  Co.,  Glasgow         .  108,000 

J.  Innes,  Wright,  and  Co.,  Glasgow     .         .  485,000 


.£5,972,000 

Of  the  above,  Potter  and  Wright  only  were  directors. 
Xicol  Fleming  was  a  former  director,  and  no  doubt  was 
responsible  for  much  that  was  done,  for,  on  the  apprehen- 
sion of  his  quondam  colleagues,  he  left  the  country.  Mor- 
ton was  not  a  director,  at  least  not  ostensibly ;  but  this 
person  seems  to  have  been  on  intimate  terms  with  the 
members  of  the  board,  and  to  have  acted  on  occasions  as  a 
general  adviser. 

Granting  the  motive  for  falsifying  the  balance-sheets,  in 
order  to  hide  the  enormous  indebtedness  of  the  five  insol- 
vent firms  already  named,  on  turning  to  the  first  and 
second  of  the  balance-sheets  already  given,  and  comparing 
them  together,  it  will  be  readily  seen  how  well  that  issued 
by  the  bank  was  calculated  to  deceive,  and  to  inspire  the 
public  with  unmerited  confidence. 

II.  K    E 
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There  does  not  seem  to  have  been  very  much  method 
displayed  in  manipulating  the  accounts.  The  primary  ob- 
ject seems  to  have  been  to  arbitrarily  alter  any  figures, 
which  would,  when  effected,  present  the  best  appearance 
to  the  public  eye,  and  most  nearly  correspond  relatively  to 
the  figures  of  the  other  banks'  balance-sheets. 

It  would  have  damaged  their  credit  irretrievably,  for  in- 
stance, if  they  had  issued  a  true  balance-sheet,  such  as 
No.  2  above,  which  shows  cash  in  hand  and  Government 
Stocks,  &c.,  of  .£1,996,000  only,  wherewith  to  meet  liabili- 
ties to  the  public  of  ,£12,723,000,  the  cash  in  hand,  &c., 
thus  showing  a  proportion  to  liabilities  of  about  15  per 
cent.  only.  Up  till  a  few  years  ago  it  was  an  old  tradition 
in  the  banking  world  that  the  proper  proportion  of  cash  in 
hand,  &c.,  to  liabilities  should  be  about  one-third,  or  33 
per  cent.  Hence  we  find  the  City  of  Glasgow  Bank  in  its 
manipulated  statement  (see  No.  1)  showing  a  proportion 
of  slightly  over  30  per  cent. 

The  figures  seem  to  have  been  altered  chiefly  to  meet 
this  requirement,  but  with  the  view  at  the  same  time  of 
making  as  good  an  appearance  in  the  various  items  as 
possible,  so  as  to  bolster  up  their  credit  in  London  and 
elsewhere,  as  long  as  they  could.  For  instance,  the  under 
statement  of  their  acceptances  to  the  extent  of  .£1,393,000 
was  evidently  done  to  hoodwink  the  London  bill  market 
upon  which  the  great  bulk  of  their  acceptances  were  placed, 
for  they  would  be  perfectly  well  aware  that  the  London 
market  would  not  tolerate  for  a  moment  such  an  amount 
as  the  true  amount,  especially  as  it  was  apparent  that 
the  acceptances  were  given  to  such  questionable  firms  as 
Smith,  Fleming,  and  Co.,  and  Morton,  and  their  connec- 
tions. 

Then  the  over -statement  of  the  cash  in  hand  and  Govern- 
ment Stocks,  &c.,  to  the  extent  of  .£1,145,000  was  no 
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doubt  made  to  assure  the  depositors  chiefly  and  other 
creditors  of  the  bank. 

There  seems  to  have  been  no  pressing  necessity  to  under- 
state the  deposits  on  the  Dr.  side,  and  the  bills  of  exchange, 
<fcc.  on  the  Cr.  side,  except  that  by  the  under-statement  of 
the  deposits  (and  the  consequent  under-statement  of  the 
bills  of  exchange,  to  balance)  the  directors  -were  enabled 
to  show  a  larger  proportion  of  cash  in  hand. 

It  will  be  understood  that  the  foregoing  remarks,  although 
made  with  reference  to  the  1878  balance-sheet  only,  are 
equally  applicable  to  those  of  1876  and  1877.  Indeed,  we 
fear  they  may  be  applicable  to  years  anterior  to  these,  for 
it  seems  as  if  the  first  false  step  were  made  in  1873,  when 
three  advances,  amounting  to  ,£'751,000  in  the  aggregate, 
were  deliberately  deducted  from  credit  accounts  under 
Ko.  1  head  of  the  assets,  and  added  to  Government  Stocks ; 
and  when  a  sum  of  £973,000  was  deliberately  deducted 
from  the  acceptances  current,  so  as  to  make  it  appear  that 
the  bank  were  under  acceptance  to  that  extent  less  than 
they  actually  were. 

Another  falsification  which  was  made,  and  which  was 
greatly  calculated  to  deceive  the  public,  was  in  the  weekly 
return  to  the  Commissioners  of  Stamps  and  Taxes  of  the 
gold  and  silver  coin  held  against  the  circulation.  This 
return  from  the  week  ending  5th  January,  1878,  till  the 
stoppage  of  the  bank,  was  regularly  over-stated  in  vary- 
ing amounts  from  £20,000  to  £293,000. 

Proof  was  led  in  support  of  the  various  charges  in  the 
indictment,  and  pretty  conclusive  evidence  as  to  the  falsi- 
fication was  given. 

When  the  case  for  the  prosecution  was  closed,  high- 
class  witnesses  as  to  character  were  called  for  the  prisoners ; 
but  their  general  defence,  brought  out  chiefly  in  cross-ex- 
amination of  crown  witnesses,  was  that  thev  did  not  under- 
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stand  the  balance- sheets ;  that  they  were  entitled  to  rely 
on  the  officials  of  the  bank;  and  that  they  placed  the 
most  entire  confidence  in  every  statement  and  figure 
placed  before  them.  And  in  one  case  the  prisoner  pled 
that  the  balance-sheets  in  question  were  made  up  when  he 
was  absent  from  Scotland. 

The  summing  up  of  the  Lord  Justice  Clerk  placed  the 
innumerable  and  intricate  questions  involved  before  the 
jury  in  a  wonderfully  lucid  way.  He  pointed  out  that  a 
director  is  not  a  professional  banker,  and  that  he  is  en- 
titled to  rely  upon  the  officials  so  long  as  he  has  no  reason 
to  distrust  them;  but  that  where  special  circumstances 
arise  to  bring  special  interests  under  his  notice  there  is 
imposed  upon  him  an  obligation  for  inquiry,  and,  if  neces- 
sary, for  action.  He  further  pointed  out  that  there  is  one 
thing  a  director  is  bound  to  have,  and  that  is,  in  every  case, 
honesty,  and  that  neither  the  interests  of  the  shareholders, 
nor  the  chance  of  recovering  a  bad  debt,  nor  any  of  those 
other  circumstances  which,  when  he  is  in  the  midst  of  a  diffi- 
culty, almost  overwhelm  him,  justify,  excuse,  or  palliate  him 
in  making  a  deliberate  statement  which  he  knows  to  be  false. 

Following  up  these  general  principles,  he  proceeded  to 
show  from  the  evidence  led,  that  the  director  Potter,  and 
the  manager  Stronach,  were  directly  responsible  for  the 
falsifications  on  the  balance-sheets,  and  that  the  other 
directors  need  not  have  been  cognizant  of  them  at  all. 
After  remarking  upon  the  points  favourable  to  the  prisoners, 
such  as  their  having  derived  no  corrupt  personal  interest 
from  their  connection  with  the  bank,  and  having  taken  no 
advances  but  such  as  from  their  commercial  standing  they 
were,  generally  speaking,  legitimately  entitled  to,  and  their 
having  stuck  to  their  shares  to  the  last,  and  paid  the  calls 
thereon  till  they  were  ruined,  he  left  the  case  in  the  hands 
of  the  jury. 
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The  jury,  after  an  absence  of  two  hours,  brought  in  a 
verdict  of  guilty  against  Potter  and  Stronach  of  concoct- 
ing and  fabricating  false  and  fictitious  balance-sheets,  and 
thereafter  of  using  and  uttering  the  same ;  and  against 
the  other  directors  of  "  using  and  uttering  "  only.  Sen- 
tence was  pronounced  next  day  of  eighteen  months'  im- 
prisonment against  Potter  and  Stronach,  and  eight  months' 
against  the  others.  This  was  in  addition  to  the  three 
months'  imprisonment  which  all  the  prisoners  (with  the 
exception  of  Stewart,  who  was  released  on  bail  of  .£15,000) 
endured  previous  to  their  trial. 

As  illustrative  of  the  responsibilities  of  persons  holding 
a  fiduciary  position  acting  ultra  vires,  it  may  be  worth 
mentioning  that  the  liquidators  obtained  a  decree  against 
all  the  directors  for  the  sum  of  .£6,231,000,  for  which 
amount  they  subsequently  ranked  on  each  of  their  seques- 
trated estates.  This  amount  was  made  up  as  follows  : — 

Loss  directly  sustained  by  advances  to  nine 

particular  debtors =£5,200,000 

Advances  to  shareholders  on  security  of 
bank's  stock  made  valueless  by  the  loss 
incurred  under  the  first  item  .  .  .  253,000 

Loss  incurred  from  bank's  stock  held  by  the 

bank  itself 387,000 

Loss  incurred  through  investments  in  bonds 
and  stocks  of  the  "Western  Union  Eailroad 
Company  and  Racine  Warehouse  and  Dock 
Company 391,000 


.£6,231,000 

We  have  entered  thus  fully  into  the  circumstances  and 
surroundings  of  the  failure  of  the  City  of  Glasgow  Bank 
as  the  event  is  one  which  will  unquestionably  prove  to  be 
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a  distinct  landmark  in  banking  history,  because  of  the 
diversity  of  the  issues  involved  and  the  magnitude  of  the 
losses.  It  stands  out  as  the  most  gigantic  failure  which 
has  ever  taken  place  in  the  banking  world,  and  as  such  we 
think  it  has  demanded  something  more  than  a  cursory 
notice. 

To  exhaust  the  subject,  however,  it  will  be  necessary  to 
examine  the  causes  which  led  to  the  disaster  ;  and  we  shall 
earnestly  hope  that  the  result  of  such  examination  may  be, 
that  in  the  future  it  will  prove  a  beacon  whereby  others 
may  steer  clear  of  the  rocks  whereon  the  City  of  Glasgow 
Bank  became  a  wreck. 

Whenever  a  bank  fails  it  is  almost  invariably  found  that 
the  result  has  been  brought  about  by  some  large  involve- 
ments in  the  shape  of  advances  on  dead  and  unmarketable 
securities.  In  a  previous  section  of  this  work,  as  we  have 
already  seen,  the  Western  Bank  of  Scotland  was  brought 
down  chiefly  by  having  locked  up  over  a  million  and  a  half 
of  money  by  advances  to  four  insolvent  houses.  The 
Borough  Bank  of  Liverpool  was  brought  down  in  the  same 
way ;  and  so  was  the  Northumberland  and  Durham  Dis- 
trict Bank  by  a  large  lock-up  with  the  Derwent  Iron  Com- 
pany. 

It  has  been  over  and  over  again  enforced  in  the  preced- 
ing pages  that  the  most  dangerous  of  all  loans  are  those 
which  are  made  against  unmarketable  securities,  such  as 
mills,  iron-works,  coal-mines,  landed  property,  &c.,  and 
which  from  their  nature  are  not  likely  to  be  repaid  at 
maturity,  but  are  likely  to  be  asked  to  be  renewed  again 
and  again  for  an  indefinite  period.  Then  a  time  of  tight- 
ness in  the  money  market  comes,  when  it  is  necessary  to 
realize  every  penny ;  and  when  this  cannot  be  done,  too 
often  the  bank  and  the  debtor  go  down  together.  It  has 
also  been  enforced  that  the  granting  of  such  loans  is  most 
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often  due  to  a  want  of  decision  and  firmness  on  the  part  of 
the  banker.  The  latter  is  perhaps  assailed  by  an  influen- 
tial customer,  who  so  presses  his  proposal  for  such  a  loan 
upon  him,  that,  being  unable  to  answer  with  an  emphatic 
"  No"  when  necessary,  he  allows  himself,  in  a  moment  of 
weakness,  to  be  persuaded  to  agree,  and  the  mischief  is 
then,  in  the  majority  of  cases,  done.  For  it  is  easier  to 
eet  into  a  large  loan  than  it  is  to  get  out  of  it,  and  when  a 
loss  is  once  made  it  requires  a  great  amount  of  strength  of 
mind  to  look  it  in  the  face  and  submit  to  it.  The  tempta- 
tion is  to  throw  good  money  after  bad  on  the  off-chance 
that  things  will  all  come  right  some  day.  When  we  say 
this,  of  course  we  do  not  mean  to  imply  that  in  every  case 
it  is  inexpedient  to  "  nurse  an  account."  This  is  fre- 
quently done  with  the  best  results  ;  but  the  determination 
to  attempt  it  must  be  governed  by  circumstances,  and  in 
view  of  the  fact,  as  experience  has  proved,  that  it  is  always 
a  dangerous  movement,  and  that  the  chances  are  always 
very  much  against  the  success  of  the  result. 

To  locks-up  of  the  kind  above  alluded  to,  the  failure  of 
the  City  of  Glasgow  Bank  was  largely  due.  We  have  seen 
who  were  its  principal  debtors,  and  it  only  remains  to  say 
that  these  gigantic  totals  were  built  up  by  degrees,  and  in 
the  hope  that  the  additional  supplies  would  enable  the 
debtors  to  ultimately  wipe  off  the  whole.  As  an  example 
let  us  take  Smith,  Fleming,  and  Co.'s  account.  It  transpired 
at  the  trial  that  that  firm  were  indebted  to  the  bank  in 
1870  to  the  extent  of  ,£150,000  only,  which  sum  was  en- 
tirely covered  by  securities.  But  in  consequence  of  a 
serious  loss  by  their  Liverpool  correspondents,  Nicol, 
Duckworth,  and  Co.,  about  that  time,  they  determined  to 
stop  payment.  In  an  evil  hour,  however,  both  for  them- 
selves and  the  bank,  they  communicated  their  intention  to 
the  latter,  who,  not  liking  the  prospect  of  a  possible  loss, 
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pressed  them  to  go  on,  and  offered  them  further  help. 
This  is  an  instance — not,  perhaps,  of  the  principle  of 
nursing  an  account,  but  of  the  foolishness  of  nursing  such 
an  account  in  the  way  they  did.  Granting  the  propriety 
at  this  stage  of  carrying  them  on  in  the  hope  of  setting 
them  on  their  feet  again  (for  it  must  be  remembered  that 
Smith,  Fleming,  and  Co.  had  an  enormous  commission 
business  which  brought  them  in  nearly  ,£100,000  per 
annum),  it  altered  the  matter  altogether  when  this  could 
only  be  done  at  the  cost  of  advancing  them  other  .£500,000. 
Unfortunately  the  bank  did  this,  and  thereafter  they  were 
compelled  from  time  to  time  for  years  to  add  to  their 
advances,  until  at  the  date  of  the  stoppage  they  amounted 
to  nearly  two  millions.  The  securities  the  bank  took  against 
this  debt  were  of  the  most  heterogeneous  description,  and 
embraced  tea-garden  property,  and  shares  in  steam,  tele- 
graph, oil,  cotton,  and  tool-factory  companies,  besides 
debts  of  several  failed  firms.  It  is  obvious  how  unsaleable 
many  of  these  securities  were,  and  consequently  how  ex- 
ceedingly dangerous  it  must  have  been  to  have  advanced 
against  them. 

The  debts  of  the  other  large  debtors  were  built  up  in 
much  the  same  way,  except  that  in  their  cases  the  debts 
were  already  in  1870  immeasurably  beyond  their  legitimate 
requirements  ;  showing  that  the  business  of  the  bank  was 
utterly  rotten  many  years  before  it  was  ever  suspected. 
The  securities  taken  for  these  debts  were  even  less  of  a 
proper  banking  description  than  those  taken  from  Smith, 
Fleming,  and  Co.,  and  consisted  chiefly  of  property  in  New 
Zealand  and  Australia,  shares  in  the  New  Zealand  and 
Australian  Land  Company,  liens  upon  wool,  &c.,  all  tho- 
roughly unmarketable. 

In  addition  to  holding  these  securities  for  money  ad- 
vanced, it  will  be  scarcely  credible  that  the  bank  also 
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actually  purchased  land  in  New  South  "Wales,  Queens- 
land, and  New  Zealand,  as  investments.  They  deliberately 
minuted  resolutions  in  1876  and  1877,  authorizing  a  sum 
of  half  a  million  to  be  spent  in  this  -way.  This  they  did 
in  the  expectation  that  they  would  thus  recoup  themselves 
the  large  loss  which  had  already  accrued  on  J.  Nicol 
Fleming's  debt,  and  they  based  their  expectation  on  the 
calculation  that  they  could  finance  the  purchases  at  a  cost 
of  6  per  cent.,  and  that  the  investment  would  bring  them 
in  16  per  cent. 

In  this  way,  in  addition  to  their  own  absolute  holding 
of  land,  the  bank  were  interested,  directly  and  indirectly, 
in  the  New  Zealand  and  Australian  Land  Company,  to  the 
extent  of  nearly  a  million  and  a  half,  out  of  a  total  capital 
of  two  and  a  half  millions. 

But  to  go  back  to  the  events  which  took  place  imme- 
diately after  the  stoppage  of  the  bank  on  the  2nd  of 
October.  We  have  shown  the  effects  that  followed  the 
event  in  Scotland.  In  London,  the  centre  of  the  monetary 
world,  and  in  the  country  generally,  the  effects  were  far- 
reaching  and  serious,  although  not  generally  disastrous. 

One  of  the  first  effects  of  the  shock  to  credit  was  seen 
in  the  eagerness  with  which  all  the  banks  in  London  and 
the  provinces,  and  in  Scotland,  strengthened  their  hands  in 
case  of  emergency.  During  the  first  three  weeks  of  Oc- 
tober the  "  other  deposits  "  (those  of  the  banks  and  the 
general  public)  of  the  Bank  of  England  increased  over 
seven  millions — thus  showing  the  determination  of  the 
banks  to  keep  themselves  strong.  During  the  same  period 
also  the  reserve  decreased  nearly  four  millions,  thus  show- 
ing the  extent  of  the  preparations  of  the  banks  to  meet 
with  notes  and  hard  cash  any  immediate  demands  upon 
them.  It  thus  appears  that  the  banks  throughout  the 
country  strengthened  their  hands  by  eleven  millions  of 


426  THE    HISTORY,    PRINCIPLES, 

pounds,  and  as  this  sum  must  have  been  provided  chiefly 
by  calling  up  loans,  and  by  declining  fresh  loans  and  dis. 
counts,  it  measures  to  a  certain  extent  the  inconvenience 
imposed  upon  the  general  public  by  the  deprivation  of  their 
wonted  accommodation. 

This  sum  of  eleven  millions,  although  large,  is  by  no 
means  so  large  as  might  have  been  expected  considering  the 
gravity  of  the  position.  The  crisis  was  simply  a  banking 
one,  brought  about  by  a  specific  cause,  but  it  was  not 
aggravated  by  any  widespread  commercial  distrust,  or  any 
scarcity  of  money. 

When  money  was  scarce  at  the  end  of  1873,  when  no 
panic  prevailed,  we  have  seen  that  the  bank  was  charging 
9  per  cent,  for  discounts  and  12  per  cent,  for  advances ;. 
while  at  the  period  we  are  now  speaking  of,  when  money 
was  plentiful,  the  bank  was  only  charging  6  per  cent,  for 
discounts — and  that  only  for  a  few  weeks — notwithstanding 
the  existence  of  a  serious  crisis  which  for  a  time  daily 
threatened  to  become  more  serious. 

It  will  easily  be  understood  that  one  of  the  first  effects  of 
the  bank  failure,  and  the  consequent  contraction  of  accom- 
modation, would  be  seen,  as  was  the  case,  in  numerous 
failures  all  over  the  country.  It  is,  however,  only  right  to 
say  that  in  crises  of  this  kind,  well-conducted  and  sound 
firms  rarely  suffer  very  materially  by  restriction  of  accom- 
modation. It  is  only  firms  whose  credit  is  of  an  inferior 
description,  and  whose  conduct  is  not  all  that  could  be  de- 
sired, who  first  feel  the  effects  of  periods  of  discredit. 
Bankers  never  refuse  legitimate  accommodation  to  the 
customers  in  whom  they  have  faith,  even  in  the  tightest  of 
times.  This  accommodation,  however,  must  necessarily 
be  governed  by  the  banker's  means,  and  it  happens — and 
this  is  one  of  the  many  drawbacks  of  a  banking  crisis — 
that  the  soundest  firms  are  often  put  to  serious  incon- 
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veuience  fr:>m  the  restrictions  which  their  bankers  in  self- 
defence  find  it  necessary  to  impose.  On  the  other  hand, 
however,  a  crisis  always  presents  this  advantage — and  it  is, 
perhaps,  the  only  advantage  that  it  does  present — it  most 
certainly  searches  out  the  weak  and  ill-conducted  and  spe- 
culative firms,  and  roots  them  out  of  the  field  as  so  many 
tares,  and  leaves  the  ground  free  for  the  proper  develop- 
ment of  healthy  concerns  which  previously  had  been  handi- 
capped by  the  competition  of  speculative  enterprises,  the 
persons  interested  in  which  had  everything  to  gain  and 
nothing  to  lose. 

As  a  direct  consequence  of  this  period  of  suspicion  and 
restricted  accommodation  many  such  firms  did  fail.  On 
the  llth  also,  the  firm  of  Heugh,  Balfour,  and  Co.,  ware- 
housemen, of  London  and  Manchester,  in  the  East  India 
trade,  failed,  with  liabilities  of  about  a  million.  This  firm 
at  one  time  was  of  the  highest  respectability,  and  in  the 
best  of  credit,  and  possessed  of  large  means  ;  but  of  late 
years,  in  consequence  of  paying  out  partners,  and  endea- 
vouring to  do  the  same  large  business  with  a  diminished 
capital,  it  became  little  more  than  a  mere  rotten  nut,  and 
had  to  succumb  to  the  inexorable  law  which  in  seasons  of 
pressure  stamps  out  all  such  invertebrate  concerns. 

Although  the  acute  stage  of  the  crisis  may  be  said  to 
have  terminated  by  about  the  end  of  October,  there  were 
too  many  disquieting  rumours  afloat  after  that  period  to 
allow  it  to  pass  away  completely.  Xo  sooner  did  things 
appear  as  if  they  were  about  to  settle  down  again,  than 
fresh  anxiety  was  raised  by  adverse  reports  as  to  the  sta- 
bility of  the  "West  of  England  Bank  in  Bristol.  These 
reports  were  circulated  with  more  or  less  persistence  all 
through  November,  and  they  were  accompanied  by  rumours 
affecting  the  position  of  several  other  banks,  chiefly  in  the 
coal  and  iron  districts.  Fortunately  the  worst  fears  were 
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not  realized,  but  unfortunately  more  than  enough  were 
realized  to  create  the  greatest  forebodings  as  to  the  future, 
and  to  throw  back  the  recovery  from  the  crisis,  inde- 
finitely. 

On  the  26th  November,  the  private  banking  firm  of 
J.  and  J.  Fenton  and  Sons,  of  Rochdale,  failed  with  lia- 
bilities of  about  half  a  million.  This  failure  created  little 
surprise  in  any  quarter,  and  no  excitement  except  locally. 
For  some  time  the  firm  had  not  been  in  the  highest  repute 
in  consequence  chiefly  of  one  of  the  partners  carrying  on 
the  incongruous  business  of  a  speculative  stockbroker  i» 
addition  to  banking.  This  led  to  persistent  withdrawals 
of  deposits,  which  at  last  necessitated  a  stoppage,  as  the 
assets  were  as  usual  in  such  unrealizable  form  as  to 
render  it  impossible  to  meet  the  demand. 

The  West  of  England  Bank,  to  which  rumour  had 
pointed  for  weeks,  failed  on  the  9th  December  with  liabili- 
ties of  about  five  millions.  This  failure  was  brought  about 
by  causes  somewhat  similar  to  those  that  brought  down 
the  City  of  Glasgow  Bank.  This  bank  was  heavily  locked 
•up  in  Fothergill,  Hankey,  and  Co.,  and  the  Aberdare  and 
Plymouth  Iron  Companies,  whose  failures  we  have  already 
noticed  in  an  early  part  of  this  section.  It  was  also 
heavily  locked  up  in  the  Bwllfa  Colliery  Company,  and  in 
the  firm  of  J.  W.  Booker  and  Co.,  Limited,  of  Cardiff. 

In  other  respects  the  case  of  this  bank  was  similar  to 
that  of  the  City  of  Glasgow  Bank.  At  the  instance  of  the 
Crown  the  directors  of  this  bank  were  also  indicted  for  the 
issue  of  false  balance-sheets,  but  after  a  patient  trial  they 
were  acquitted  of  the  charge. 

Having  entered  so  fully  into  the  history  and  causes  of 
the  failure  of  the  Glasgow  Bank,  it  is  unnecessary  to  go 
into  details  respecting  the  Bristol  Bank.  Suffice  it  to  say, 
and  this  we  cannot  repeat  too  often,  or  emphasize  too 
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strongly,  that  it  was  brought  down  by  much  the  same 
causes — viz.,  by  heavy  advances  on  inconvertible  securities. 
This  is  another  proof,  if  further  proof  were  needed,  of  the 
danger  of  lending  large  sums  of  money  to  one  or  two  firms 
— and  especially  to  firms  whose  prosperity  is  so  peculiarly 
dependent  upon  the  existence  of  a  general  activity  in  trade. 
It  is  easy  to  understand  how  such  loans  are  in  the  first 
instance  made.  Trade  is  extremely  brisk,  we  shall  say, 
and  the  wealthy  coal-owner,  or  iron-master,  or  cotton- 
manufacturer,  not  content  with  the  large  profits  he  is 
making,  is  tempted  by  the  idea  of  making  them  larger. 
He  goes  to  his  banker  and  shows  him  very  plainly  how  he 
can,  by  sinking  another  shaft,  or  erecting  another  furnace, 
or  building  a  new  mill,  add  immensely  to  his  income. 
The  banker,  anxious  to  oblige  a  good  customer,  and  look- 
ing at  the  proposal  in  the  light  of  commercial  sunshine, 
when  no  cloud  is  to  be  seen,  and  when  it  seems  impossible 
that  a  storm  can  come,  gives  the  desired  advance.  By- 
and-by  trade  grows  dull  on  the  Continent,  or  America,  or 
here,  or  in  India,  and  there  is  no  demand  for  coal  or  iron 
or  cotton  goods ;  then  the  new  works  which  had  been  gone 
into  to  meet  the  demand  during  the  time  of  inflation,  are 
no  longer  needed,  and  soon  are  laid  aside  for  the  time 
being.  But  money  has  been  sunk  in  these  works  all  the 
same,  and  interest  on  this  capital  has  to  be  paid,  in  addi- 
tion to  an  expenditure  to  keep  the  works  from  falling  into- 
a  dilapidated  state.  But  these  charges  cannot  be  met  out 
of  income  in  the  bad  times,  and  the  party  has  again  re- 
course to  his  banker,  who,  to  save  himself  from  loss,  gives 
a  fresh  advance,  and  so  on.  Then  the  dull  trade  reduces 
profits,  or  makes  them  vanish  altogether ;  then  failures-- 
take place  and  create  alarm  ;  then  alarm  brings  a  crisis  in 
which  the  bank  which  has  made  advances  of  this  kind 
(and  it  always  becomes  perfectly  well  known  locally  which. 
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banks  are  most  given  to  doing  this  sort  of  business)  is  run 
upon,  and  being  unable  in  proper  time  to  realize  these  un- 
marketable securities,  a  stoppage  is  the  inevitable  conse- 
quence* 

It  is  scarcely  necessary  to  say  that  we  do  not  condemn 
all  loans  of  this  description  without  exception.  Every 
such  proposal  should  be  looked  at,  and  dealt  with,  entirely 
on  its  merits,  and  without  foolish  confidence  on  the  one 
hand  or  undue  timidity  on  the  other.  It  is  one  of  the 
most  important  functions  of  a  bank  to  develop  the  re- 
sources or  the  industries  of  its  district  by  judicious  mone- 
tary aid.  What  we  condemn  is  the  abuse  of  the  system, 
by  the  granting  of  loans  of  a  magnitude  such  as  would 
imperil  the  bank  in  time  of  panic. 

Then  during  the  first  day  or  two  of  January,  1879,  in 
consequence  apparently  of  the  somewhat  general  banking 
distrust  prevailing,  and  of  the  recent  death  of  a  partner, 
•whose  money,  it  was  feared,  would  be  taken  out  of  the 
business,  a  run  was  made  upon  the  banking  firm  of  Tweedy, 
Williams,  and  Co.,  of  Truro,  and  they  were  obliged  to  stop 
payment  on  the  4th,  with  liabilities  of  about  ,£650,000. 
This  failure  seems  to  have  been  caused  through  ill  fortune 
alone,  and  not  through  any  gross  mismanagement.  At 
a  meeting  of  creditors  a  composition  of  16s.  in  the  pound 
Tvas  accepted,  and  a  resolution  expressive  of  sympathy 
with  the  partners  was  passed.  The  business  of  this  bank 
was  subsequently  resuscitated  in  a  joint-stock  form  under 
the  title  of  the  Cornish  Bank,  Limited. 

As  if  the  failures,  and  rumours  of  failures,  amongst  the 
country  banks  were  not  enough  at  this  period  of  great 
anxiety,  some  individuals  concocted,  and  spread  abroad, 
certain  diabolical  rumours  respecting  some  of  the  London 
banks.  But  when  they  directed  their  chief  attack  against 
•one  of  the  largest  of  them  all,  the  absurdity  of  the  rumours 
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showed  the  cloven  hoof  so  plainly  as  to  render  it  very  easy 
to  connect  them  with  certain  operators  on  the  Stock  Ex- 
change who  had  large  "  bear "  accounts  open  in  bank 
shares.  The  result  of  their  operations,  in  conjunction  with 
a  certain  amount  of  fright  on  the  part  of  shareholders, 
especially  in  unlimited  banks,  was  that  these  securities 
were  depressed  by  between  20  and  30  per  cent. 

We  have  said  that  the  acute  stage  of  the  panic  termi- 
nated about  the  end  of  October.  After  that  period  confi- 
dence was  again  beginning  slowly  to  be  felt,  but  the  restora- 
tion of  confidence  was  seriously  interfered  with  by  Fenton's 
and  the  "West  of  England  Bank  failures.  And  just  when 
the  effect  of  the  latter  was  beginning  to  wear  off,  the  com- 
mercial world  was  doomed  to  still  further  disappointment, 
and  the  return  of  confidence  was  once  more  retarded,  by 
the  Cornish  Bank  failure  in  the  beginning  of  January. 

To  complete  the  record  of  banking  disasters  during  this 
period,  the  failures  must  be  mentioned  of  Yivian,  Grylls, 
Kendal,  and  Co.,  of  Helstone,  Cornwall,  on  the  4th  of 
February,  and  of  Swann,  Clough,  and  Co.,  York,  on  the 
8th  of  May.  They  were  both  old  established  concerns. 
The  former  failed  in  consequence  of  a  steady  drain  upon 
the  resources  of  the  bank  ever  since  the  date  of  the  failure 
of  Tweedy,  "Williams,  and  Co.,  and  the  latter  in  conse- 
quence, it  was  understood,  of  an  unrealizable  lock-up,  as 
usuaL 

With  the  failure  of  Vivian's,  of  Helstone,  the  crisis  of 
1878  may  be  said  to  have  passed  away.  Confidence  was 
soon  thereafter  fully  restored.  But  although  this  was  so, 
trade  did  not  revive,  and  since  that  period,  with  the  ex- 
ception of  an  occasional  spurt  in  particular  branches,  it 
has  remained  at  a  uniform  dull  level,  and  we  are  at  the 
moment  of  writing  still  waiting  for  the  long  looked-for 
reaction  from  dullness  to  activitv. 
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SECTION  XXXVIII. 

RECENT    BANKING    LEGISLATION. 

IMMEDIATELY  after  the  failures  of  the  City  of 
Glasgow  and  West  of  England  Banks,  and  the  blow 
which  was  thereby  dealt  to  the  principle  of  unlimited 
liability,  it  is  not  to  be  wondered  at  that  bank  share- 
holders began  very  carefully  to  scrutinize  their  position 
in  the  light  of  these  two  great  catastrophes.  And  although 
it  will  readily  be  admitted  that  this  principle  has  served 
its  object  well,  and  has  built  up  our  banking  system  to 
its  present  strength,  it  must  be  confessed  that  it  was 
more  than  human  nature  could  reasonably  be  expected  to 
endure  that  shareholders  should  quietly  remain  under  a 
responsibility  the  extent  of  which  they  never  dreamed 
of  until  it  was  brought  so  painfully  before  them  by  the 
ruin  of  the  great  bulk  of  the  proprietors  in  these  two 
unfortunate  concerns. 

It  is  true  that  such  a  disaster  as  that  of  the  failure  of 
the  City  of  Glasgow  Bank  is  unprecedented  in  the  annals 
of  banking ;  and  though  it  may  be  true  that  such  a  dis- 
aster is  unlikely  ever  to  happen  again,  yet  shareholders 
properly  thought  that  it  behoved  them  to  guard  against 
any  contingency  of  the  like  nature  by  either  selling  out 
of  unlimited  companies,  or  by  agitating  that  the  banks 
with  which  they  were  connected  should  register  under 
the  limited  liability  Acts. 

Nor  was  this  an  unreasonable  action  or  an  unreasonable 
agitation  on  their  part,  for  it  must  be  admitted  that  the 
return  on  their  investment — to  all,  at  least,  but  to  share- 


PRACTICE    OF    BANKING.  433 

holders  of  long  standing,  amounting,  in  the  best  banks,  to 
no  more  than  4  or  5  per  cent.,  was  totally  inadequate  to 
compensate  them  for  the  risks  they  ran.  And  it  was 
moreover  properly  argued,  that  it  \vas  but  fair  that  the 
depositing  public  of  banks  should  take  some  of  the  risk 
upon  their  own  shoulders,  in  return  for  the  convenience 
granted  them  by  their  bankers  keeping  their  accounts, 
and  giving  them  other  privileges  and  facilities,  whereby 
they  were  enabled  to  make  profit. 

These  being  the  views  very  widely  held  by  shareholders- 
and  others  deeply  interested  in  the  soundness  and  good 
government  of  our  commercial  affairs,  public  expression  in 
many  forms  was  given  to  them. 

During  the  acute  stage  of  the  crisis,  men's  minds  were 
too  full  of  other  things  to  give  much  heed  to  such  topics, 
but  as  soon  as  this  stage  had  been  passed,  the  indiscrimi- 
nate selling  of  unlimited  bank  shares  which  had  been 
initiated  during  the  crisis  by  panic-stricken  shareholders,, 
was  deliberately  carried  on  by  the  more  thoughtful  of 
them,  who  were  desirous  of  getting  rid  of  a  burden  which 
they  conceived  they  were  not  justified  in  sustaining. 
These  sales,  in  conjunction  with  the  expression  of  the  well- 
weighed  opinions  of  many  who  were  entitled  to  speak  on 
such  a  subject,  necessarily  forced  the  whole  question  upon 
public  attention.  , 

Hence,  in  meetings  of  the  Social  Science  Association, 
and  of  banking  institutes,  in  the  daily  and  weekly  papers, 
and  in  the  Houses  of  Parliament,  the  whole  subject  was 
fully  discussed.  In  the  House  of  Commons  many  attempts 
were  made  by  private  members  to  deal  with  the  question, 
but  although  each  offered  some  good  suggestions,  and 
contributed  valuable  material  to  the  consideration  of  the 
subject,  not  one  could  command  sufficient  support  to 

II.  F  F 
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render  his  scheme  likely  to  meet  with  acceptance,  and  the 
bills  one  and  all  had  to  be  withdrawn. 

These  abortive  attempts  at  legislation  were  useful  in 
their  way,  for  they  helped  to  keep  the  question  before  the 
public,  and  drew  attention  to  the  points  in  our  banking 
system  requiring  reconsideration,  as  evidenced  by  the 
recent  failures.  It  was  evident,  however,  that  no  legisla- 
tion on  such  an  important  subject  could  be  satisfactory 
unless  it  was  effected  under  the  responsibility  of  the  go- 
vernment ;  and  accordingly  the  government,  under  the 
pressure  of  public  opinion,  determined  to  deal  with  the 
matter  themselves. 

In  February,  1879,  the  Chancellor  of  the  Exchequer,  in 
the  House  of  Commons,  indicated  the  intentions  of  the  go- 
vernment ;  but  as  these  seemed  to  contemplate  no  more  than 
to  make  the  provisions  of  the  Act  of  1862  more  elastic,  and  to 
give  greater  facilities  for  registering  under  that  Act,  and  to 
amend  certain  technical  difficulties  which  had  cropped  up 
under  it,  they  were  considered  wholly  inadequate. 

Meanwhile  the  question  was  further  ventilated  by  the 
introduction  of  other  bills  by  private  members  impatient 
of  delay,  and  by  meetings  of  different  classes  of  joint- 
stock  banks.  In  this  way  time  was  gained  to  look  at  the 
matter  from  all  sides,  and  there  was  thus  less  fear  that  it 
would  be  dealt  with  in  a  slipshod  fashion,  or  under  the 
influence  of  panic  feeling,  which  might  have  led  to  drastic 
and  heroic  remedies,  which  might  possibly  have  proved 
worse  than  the  evils  they  sought  to  cure. 

Having  patiently  obtained  all  the  information  it  was 
possible  to  get,  the  Chancellor  of  the  Exchequer  on  the 
21st  of  April  introduced  his  measure,  entitled,  "  A  Bill  to 
amend  the  Law  with  respect  to  the  Liability  of  Members 
of  Banking  and  other  Joint-Stock  Companies,  and  for 
other  purposes." 
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The  main  objects  of  the  bill  were  to  establish  the  new 
principle  of  "  Beserve  Liability,"  giving  a  reserved  liabi- 
lity as  regards  the  general  debts  of  the  company,  but  an 
unlimited  liability  as  regards  the  note  issues  ;  to  enact  that 
all  banks  registering  under  the  act  should  take  the  title  of 

"  The Eeserve  Liability  Banking  Company,"  or,  "  The 

Banking  Company,  Limited  by  Eeserve  ; "  to  provide 

for  a  compulsory  and  independent  audit ;  and  to  prescribe 
a  uniform  form  of  balance-sheet. 

The  characteristic  of  reserve  liability,  as  set  forth  in  the 
bill,  was  that  the  amount  thereof  should  only  be  called  up 
in  case  of  failure,  and  for  the  purposes  of  the  liquidation ; 
and  that  it  should  amount  to  a  sum  equal  to,  or  some 
multiple  of,  the  nominal  amount  of  the  share  in  respect  of 
which  it  was  payable. 

.In  addition  to  these  objects  there  was  another  very  im- 
portant one,  to  the  effect  that  no  bank  of  issue  should  be 
allowed  to  register  as  a  reserve  liability  company  so  long 
as  it  had  any  establishment  as  a  bank  in  any  part  of  the 
United  Kingdom  other  than  that  in  which  the  head  office 
or  principal  place  of  issue  was  situate.  This  was  the  eighth 
clause. 

This  eighth  clause  was  of  course  received  with  strong 
disfavour  by  the  Irish  and  Scotch  banks.  It  will  be  seen 
that  it  was  aimed  directly  against  them,  for  some  of  the 
Irish  and  nearly  all  the  Scotch  banks  of  issue  had  offices 
in  London,  while  none  of  the  English  banks  had  offices  in 
Ireland  or  Scotland.  The  effect  of  the  clause,  had  it  been 
passed,  would  have  been  to  have  driven  the  unlimited 
Scotch  and  Irish  banks  out  of  London,  if  they  had  taken 
advantage  of  the  permissive  powers  of  the  bill. 

This  was  an  endeavour  to  do  by  a  side  wind  that  which 
was  directly  attempted  to  be  done  in  1875  by  a  bill  intro- 
duced into  the  House  of  Commons  by  Mr.  Groschen,  at  the 
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instigation  chiefly  of  some  of  the  London  and  English 
provincial  bankers.  At  that  time  the  matter  was  very 
fully  discussed,  both  in  and  out  of  Parliament,  and  a 
committee  of  the  House  of  Commons  was  appointed  to 
take  evidence  and  consider  and  report  on  the  subject. 

This  committee  sat  for  a  long  period  and  took  volumi- 
nous evidence,  which  was  merely  reported  to  the  House, 
but  with  respect  to  which  no  recommendation  was  made  j 
and  the  government  thereupon  declined  to  give  any  coun- 
tenance to  Mr.  Goschen's  scheme,  and  he  did  not  proceed 
further  with  his  bill. 

It  was,  therefore,  all  the  more  to  be  regretted  that  the 
same  government  should  have  grafted  on  to  the  stem  of 
its  otherwise  admirable  bill,  an  excrescence  which  was 
entirely  foreign  to  its  principle  and  its  scope.  It  is  the 
function  of  government  to  look  after  the  interests  of  the 
general  public,  and  not,  however  innocently,  to  play  into 
the  hands  of  a  small  and  interested  class,  as  it  assuredly 
would  have  done  had  it  driven  the  Irish  and  Scotch 
banks  out  of  London,  and  thereby  reduced  wholesome 
competition,  and  given  a  practical  monopoly  to  the  other 
London  bankers. 

Strong  representations  were  made  to  the  government 
with  respect  to  the  eighth  clause,  in  memorials  from  the 
Irish  and  Scotch  banks,  and  separately  from  the  Eoyal 
Bank  of  Scotland,  the  latter  pointing  out  that  its  position 
in  London  was  secured  by  Act  of  Parliament,  passed  in 
1873,  with  the  full  approval  of  the  committee  of  the  Asso- 
ciation of  English  Country  Bankers. 

With  the  exception  of  this  clause  the  bill  was  generally 
cordially  approved  of  by  the  Irish  and  Scotch  banks.  And 
at  a  meeting  of  the  London  joint-stock  banks  the  bill  was 
carefully  considered  and  discussed,  and  the  views  expressed 
were  afterwards  embodied  in  a  letter  to  the  Chancellor,. 
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which  was  presented  to  him  by  a  deputation  from  their 
number.  This  letter  expressed  the  general  approval  of 
the  London  banks  of  the  measure,  but  suggested  certain 
modifications  relating  to  the  common  title  of  banks  regis- 
tering under  the  Act,  to  the  form  of  balance-sheet,  the 
audit,  &c.  Subsequently,  on  the  invitation  of  the  Chan- 
cellor, the  London  banks  prepared  a  form  of  balance-sheet 
for  incorporation  in  the  bill,  embracing  all  the  salient 
points  which  it  was  considered  expedient  for  the  public  to 
know. 

From  the  time  Sir  Stafford  Northcote  introduced  his 
bill  in  April,  nothing  further  was  done  in  the  House  of 
Commons  respecting  it  until  the  22nd  of  July,  when  it 
came  on  for  second  reading.  Meanwhile,  however,  much 
discussion  had  taken  place  outside  upon  all  its  details. 
The  Scotch  and  Irish  banks  were  up  in  arms  against  the 
eighth  clause.  The  limited  banks  naturally  deprecated 
any  legislation  at  all,  as  they  were  desirous  to  keep  all  the 
advantages  arising  out  of  limitation  to  themselves.  The 
unlimited  banks  just  as  naturally  approved  in  general 
terms  of  the  objects  of  the  bill.  The  public  viewed  the 
matter  from  their  respective  standpoints,  and  acted  accord- 
ingly. The  subject  having  thus  been  so  fully  ventilated 
outside,  it  was  discussed  in  the  House  of  Commons  with 
great  fulness  and  intelligence,  and  it  was  at  length  put  into 
a  shape  which  commanded  general  approval. 

The  Chancellor,  in  his  speech  on  the  second  reading, 
admitted  the  force  of  the  representations  made  to  him  by 
the  Irish  and  Scotch  banks,  and  withdrew  the  objectionable 
eighth  clause  altogether.  It  cannot  be  said,  however,  that 
this  was  done  with  a  good  grace,  for,  under  the  same 
influence  apparently  which  inspired  the  eighth  clause,  he 
seemed  to  seek  to  attain  the  object  of  that  clause  in 
another  way.  He  proposed  to  eliminate  Ireland  and  Scot- 
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land  from  the  operation  of  the  bill,  on  the  ground  that  the 
session  was  so  far  advanced  as  to  leave  no  time  to  deal 
satisfactorily  with  so  large  a  subject ;  and  he  promised  a 
n  easure  in  the  next  session  dealing  with  the  banks  of 
those  two  countries.  This  project  was  so  strongly  ob- 
jected to  by  the  Irish  and  Scotch  members,  who  plainly 
intimated  that  they  would  not  allow  the  bill  so  mutilated 
to  pass,  that  the  Chancellor  was  again  forced  to  yield. 
Accordingly  the  discussion  was  proceeded  with,  on  the 
understanding  that  the  bill  should  apply  to  the  whole 
kingdom  ;  and,  ultimately,  the  second  reading  was  passed, 
and  the  bill  committed  pro  forma. 

A  fortnight  later  the  House  went  into  committee  on  the 
amended  bill. 

It  is  needless  to  describe  in  detail  the  discussions  which 
led  to  the  alteration  of  the  bill  in  many  material  points. 
Suffice  it  to  say  that  the  clause  which  proposed  to  enact 
that  all  banks  registering  under  the  Act  should  take  the 
title  of  "  reserved  liability  "  was  expunged,  and  in  its 
place  a  simple  provision  was  inserted,  extending  the  scope 
of  the  Companies' Acts  of  1862  to  1877,  which  require  the 
affix  of  the  word  "  limited  "  to  the  title  of  any  company 
registering  thereunder. 

At  this  point,  in  consequence  of  the  multiplicity  of 
counsel,  and  the  antagonistic  interests  involved,  the  bear- 
ii!fs  cf  the  discussion  seemed  in  danger  of  being  lost;  but, 
;  t  .the  instance  of  Mr.  Shaw,  the  member  for  Cork,  who  led 
il.e  committee  out  of  the  difficulty  into  which  they  had 
got,  the  principle  of  reserve  liability  was  retained.  Mr. 
L  haw  proposed  that  "  An  unlimited  company  may,  by  the 
resolution  passed  by  the  members,  when  assenting  to  re- 
gistration as  a  limited  company  under  the  Companies' 
Acts,  1862  to  1879,  and  for  the  purpose  of  such  registra- 
tion, or  otherwise,  increase  the  nominal  amount  of  its 
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capital  by  increasing  the  nominal  amount  of  each  of  its 
shares  :  Provided  always  that  no  part  of  such  increased 
capital  shall  be  capable  of  being  called  up,  except  in  the 
event  of,  and  for  the  purpose  of,  the  company  being  wound 

UP-" 

"  And  in  cases  where  no  such  increase  of  nominal  capital 

may  be  resolved  upon,  an  unlimited  company  may,  by  such 
resolution  as  aforesaid,  provide  that  a  portion  of  its  un- 
called capital  shall  not  be  capable  of  being  called  up,  except 
in  the  event  of,  and  for  the  purposes  of,  the  company  being 
wound  up." 

"  A  limited  company  may  by  a  special  resolution  declare 
that  any  portion  of  its  capital  which  has  not  been  already 
called  up,  shall  not  be  capable  of  being  called  up,  except  in 
the  event  of,  and  for  the  purpose  of,  the  company  being 
wound  up  ;  and  thereupon  such  portion  of  capital  shall 
not  be  capable  of  being  called  up,  except  in  the  event 
of,  and  for  the  purposes  of,  the  company  being  wound 

up." 

The  first  paragraph  of  this  clause  (the  fifth  in  the  Act) 
was  designed  to  meet  the  case  of  unlimited  banks  whose 
capital  was  all  paid  up,  and  who  might  desire  to  register 
under  the  Act,  but  who  would  practically  be  debarred 
therefrom  because  of  their  thereby  making  themselves 
absolutely  limited,  as  would  have  been  the  case  under  the 
clause  as  it  originally  stood  in  the  bill. 

Mr.  Shaw  having  thus  extricated  the  committee  from  a 
difficulty  which  at  one  time  seemed  insurmountable,  the 
remaining  clauses  were  rapidly  proceeded  with  and  dis- 
posed of. 

The  bill  was  finally  passed  on  the  15th  of  August,  1879, 
and  it  now  constitutes  the  Act  42  and  43  Yict.,  c.  76,  en- 
titled, "  An  Act  to  amend  the  Law  with  respect  to  the 
Liability  of  Members  of  Banking  and  other  Joint- Stoct 
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Companies,  and  for  other  purposes,"  which  contains  the 
following  clauses : — 

1.  Act  may  be  cited  as  the  Companies'  Act,  1879. 

2.  Act  shall  not  apply  to  Bank  of  England. 

3.  Act  shall  be  construed  as  one  with  the  Companies' 
Acts,  1862,  1867,  and  1877,  and  those  Acts,  with  thi? 
Act,  may  be  referred  to  as  the  Companies'  Acts,  1862  to 
1879. 

4.  Any  company  registered  before  or  after  the  passing 
of  this  Act  as  an  unlimited  company  may  register  under 
the  Companies'  Acts,  1862  to  1879,  as  a  limited  company, 
or  any  company  already  registered  as  a  limited  company 
may  re-register  under  the  provisions  of  "this  Act. 

The  registration  of  an  unlimited  as  a  limited  company 
shall  not  prejudice  any  debts  entered  into  prior  to  regis- 
tration. 

5.  Is  Mr.  Shaw's  clause,  referred  to  above. 

6.  Provides  that  a  bank  of  issue,  registered  as  a  limited 
company,  either  before  or  after  the  passing  of  this  Act, 
shall  not  be  entitled  to  limited  liability  in  respect  of  its 
notes. 

7.  Provides  for  a  compulsory  and  independent  audit 
once  at  least  every  year,  by  auditors  appointed  by  the 
shareholders. 

8.  Enacts  that  every  balance-sheet  shall  be  signed  by 
the  auditors,  and  by  the  secretary  or  manager,  and  by  at 
least  three  of  the  directors. 

9.  Contains  provisions  for  closing  the  registration  of  a 
company   formerly   registered,   and    dispenses   with   the 
delivery  of  the  necessary  documents  when  re-registering 
under  this  Act. 

10.  Company  registering  under  this  Act  may  avail  itself 
of  the  privileges  conferred  by  the  Act,  notwithstanding  any 
provisions  contained  in  any  Act    of   Parliament,  Eoyal 
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Charter,  or  other  instrument  constituting  or  regulating 
the  company. 

In  the  above  form  the  bill  was  passed,  and  it  vdll 
therefore  be  seen  that  the  idea  of  a  uniform  balance-sheet 
was  given  up. 

There  can  be  no  doubt  that  the  Act,  although  far  from 
perfect,  is  a  step  in  the  right  direction,  and  secures  to 
creditors  a  better  class  of  shareholders  than  was  likely  to 
exist  upon  the  old  basis,  when  it  was  brought  home  to 
them  by  the  bank  failures  what  risks  they  ran. 

Thp  Act  being  a  purely  permissive  one,  it  was  not  to  be 
expected  that  a  great  rush  would  be  made  by  the  un- 
limited banks  to  take  advantage  of  its  provisions.  The 
change  of  the  relations  between  the  shareholders — the 
debtors,  and  the  depositors — the  creditors,  was  too  sweep- 
ing to  admit  of  any  hasty  or  ill-considered  action.  Al- 
though the  shareholders  had  no  doubt  of  the  advantage  of 
the  change  to  them,  they  feared  that  the  reduction  of  the 
security  might  frighten  depositors,  and  lead  them  to  re- 
move their  business  to  banks  remaining  unlimited.  Hence, 
although  the  unlimited  banks  had  approved  of  the  measure, 
and  had  used  their  influence  to  get  it  passed,  after  it 
became  law  there  was  some  reluctance  exhibited  to  take 
advantage  of  its  provisions,  and  no  bank  seemed  to  care  to 
be  the  first  to  make  the  experimental  plunge.  At  length, 
however,  on  the  24th  of  October,  a  meeting  of  the  un- 
limited banks  was  held  in  London  to  consider  the  subject, 
and  the  conclusion  was  generally  come  to  that  it  would  be 
advisable  to  register  under  the  Act.  Accordingly,  shortly 
afterwards,  announcements  were  made  by  some  of  the 
leading  London  and  country  banks  that  they  would  do  so. 
Among  these  may  be  mentioned  the  London  and  West- 
minster, the  National  Provincial,  the  London  and  County, 
and  the  Manchester  and  Liverpool  District  banks.  And 
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the  ice  having  been  broken  by  such  high-class  institutions, 
others  followed  suit  in  quick  succession.  A  still  greater 
impetus  was  given  by  the  remarks  of  the  chairman  of  the 
London  and  Westminster  Bank  at  its  annual  meeting  in 
the  following  January.  He  stated  that  since  the  bank  had 
come  under  the  Act,  the  number  of  accounts  and  the 
amount  of  deposits  had  increased,  and  the  proprietors  had 
become  of  a  better  class.  We  believe  this  is  the  experi- 
ence of  the  large  majority  of  the  banks  which  have  regis- 
tered. It  is  natural  that  it  should  be  so,  for  the  public 
are  wise  enough  to  see  that  the  limited  liability  of  a  wealthy 
proprietary  is  a  greater  security  to  them  than  the  unlimited 
liability  of  men  of  straw,  into  whose  hands  there  is  a  danger 
of  such  shares  falling,  since  the  risks  of  holding  them  have 
been  proved  to  be  so  great. 

Of  the  high-class  London  banks,  the  Union  and  the 
Joint-Stock  are  still  holding  aloof  from  registering,  as  they 
consider  a  sufficient  time  has  not  yet  elapsed  since  the  re- 
gistration of  their  neighbours  to  test  the  expediency  of 
doing  so  themselves. 

|  The  chief  object  of  the  Act  of  1879  being,  as  we  have 
seen,  to  restrict  the  liability  of  shareholders  by  giving  per- 
missive power  to  create  a  limited  reserve  liability  instead 
of  an  unlimited  liability ;  or  to  declare,  in  the  case  of  com- 
panies already  partially  limited,  that  their  uncalled  capital 
should  be  converted  into  a  reserve  liability,  and  not  to  give 
power  to  such  companies  as  already  happened  to  be  abso- 
lutely limited,  to  extend  their  liability ;  there  were  a  cer- 
tain small  number  of  banks  existing  in  the  kingdom 
which  were  shut  out  from  the  advantages  of  the  Act. 

Among  such  banks  were  the  five  old  chartered  banking 
corporations,  viz. : — The  Bank  of  England,  the  Bank  of 
Scotland,  the  Koyal  Bank  of  Scotland,  the  British  Linen 
Company  Bank,  and  the  Bank  of  Ireland.  These  five 
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banks,  by  virtue  of  their  constitution  as  chartered  corpora- 
tions, were  debarred  from  placing  themselves  under  the 
Act,  which  only  provides  for  the  re-registering  of  companies 
already  registered  under  the  "  Companies  "  or  other  Acts. 

These  banks  stand  in  a  unique  position  as  regards  all 
other  banks  in  the  kingdom.  They  "were  incorporated  by 
Act  of  Parliament  or  by  Eoyal  Charter  long  anterior  to 
the  Act  of  1826  permitting  the  formation  of  joint-stock 
banking  companies,  and,  as  a  necessary  incident  of  their 
incorporation  at  common  law,  the  liability  of  their  share- 
holders is  limited. 

As  there  has  been  some  discussion  on  this  subject  re- 
cently, and  as  it  has  been  doubted  whether  this  is  the  po- 
sition of  the  chartered  banks,  it  may  be  well  to  look  for  a 
moment  at  the  authorities  for  the  dictum. 

In  1826  Select  Committees  of  the  House  of  Lords  and  the 
House  of  Commons  on  Promissory  Xotes  reported  to  their 
respective  houses  that  members  of  chartered  companies 
were  by  virtue  of  their  charters  protected  from  personal 
responsibility  beyond  the  amount  of  their  respective  shares. 

And  Sir  Kobert  Peel  in  his  Bank  Act  of  1844,  and  his 
Irish  and  Scotch  Acts  of  the  following  year,  specially  ex- 
empted  the  five    banks   named  from  the  obligation   of 
making  an  annual  return  of  the  names  of  their  member 
the  Commissioners  of  Stamps  and  Taxes. 

In  "  Bell's  Commentaries  on  the  Laws  of  Scotland," 
also,  in  book  v.  chapter  1,  section  3,  it  is  stated  that 
"  The  chief  benefits  of  a  charter  to  a  company,  and  the 
most  remarkable  of  its  peculiarities  when  compared  with 
the  constitution  of  private  partnership,  are  that  it  enjoys 
the  privileges  of  a  corporation  ;  the  power  to  hold  lands  ; 
to  make  bye-laws ;  to  enjoy  in  its  several  partners  freedom 
from  any  responsibility  beyond  the  sfocfr,  with  the  power  of  sell- 
ing their  shares,  and  thereby  transferring  their  right  and 
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character  of  partners  to  others  who  become  partners.  T/.e 
debts  of  the  company  affect  only  its  stock,  so  that  neither 
can  the  individual  members  be  prosecuted  or  have  dili- 
gence directed  against  them ;  nor  can  they  be  called  upon 
to  make  up  any  deficiency  to  the  creditors." 

And  coming  to  our  own  day,  we  may  mention  the 
opinion  of  the  Lord  President  of  the  Court  of  Session  ex- 
pressed in  his  judgment  in  the  case  of  Murdochs  Trustees 
versus  the  Liquidators  of  the  City  of  Glasgow  Bank, 
already  referred  to  in  the  previous  section.  Counsel  for 
the  Trustees  argued  that  the  City  of  Glasgow  Bank, 
having  been  registered  under  the  Act  of  1862,  became 
thereby  an  incorporated  company,  and  that  the  rules  of 
liability  of  shareholders  in  an  unincorporated  bank  were  no 
longer  applicable  to  it.  With  reference  to  this  argument 
the  Lord  President  in  his  judgment  said,  "  If  a  joint-stock 
company,  by  registration  under  the  Act  of  1862,  becomes 
without  condition  or  qualification  a  corporation,  with  all 
the  characteristics  belonging  to  a  corporation  at  common 
law,  there  would  be  an  end  of  this  case.  Such  corporations 
are  created  by  special  statute  or  by  royal  charter  for  car- 
rying out  important  public  objects,  and  have  also  been 
created  occasionally  for  trading  purposes,  and  notably  for 
carrying  on  the  trade  of  banking ;  and  in  such  cases,  it 
the  special  Act  or  charter  of  incorporation  does  not  ex- 
pressly make  the  corporators  liable  for  the  debts  of  the 
corporation,  they  will  not  be  so  liable.  The  corporation, 
being  a  separate  person,  lias  its  own  estate  and  its  own 
liabilities,  and  the  corporators  are  not  liable  for  the  corpo- 
ration, but  only  to  the  corporation,  within  the  limit  of  the 
obligation  they  have  undertaken  to  subscribe  to  the  cor- 
poration funds.  '  Si  quid  universitati  debetur  singulis  non 
debetur  nee  quoad  universitas  debet  singuli  debent.' " 

So  far  from  this  view  being  questioned,  indeed,  it  seema 
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rather  to  have  been  doubted  at  one  time  -whether  it  were 
legally  possible  for  the  members  of  a  corporation  to  im- 
pose upon  themselves  voluntarily  any  liability  beyond  the 
amount  of  their  shares.  But  to  set  the  question  at  rest,  a 
permissive  Act  was  passed  in  1825  (6  Geo.  IV.  cap.  91), 
which  provided,  "  That  in  any  charter  hereafter  to  be 
granted  by  His  Majesty,  his  heirs,  or  successors,  for  the 
incorporation  of  any  company  or  body  of  persons,  it  shall 
and  may  be  lawful,  in  and  by  such  charter,  to  declare  and 
provide  that  the  members  of  such  corporation  shall  be  in- 
dividually liable  in  their  persons  and  property  for  the 
debts,  contracts,  and  engagements  of  such  corporation,  to 
such  extent,  and  subject  to  such  regulations  and  restric- 
tions, as  His  Majesty,  his  heirs,  or  successors,  may  deem 
fit  and  proper,  and  as  shall  be  declared  and  limited  in,  and 
by,  such  charter;  and  the  members  of  such  corporation 
shall  thereby  be  rendered  so  liable  accordingly." 

And  it  is  by  virtue  of  this  permissive  Act  that  the  share- 
holders of  most  of  the  India  and  China  and  Australian 
banking  corporations  in  London  are  liable  for  double  the 
amount  of  their  shares. 

The  Act  of  1879  was  therefore  wholly  unavailable  to  the 
banks  named,  and  there  was  no  other  Act  under  which 
they  could  go  whereby  they  could  gain  the  objects  of  that 
Act.  But  the  three  Scotch  chartered  banks  havin^  de- 

O 

termined  to  move  with  the  times  and  provide  for  their 
creditors  some  security  beyond  their  existing  large  paid 
up  capitals  and  reserve  funds,  last  November  lodged 
private  bills  in  parliament  for  that  end. 

The  bills  were  introduced  in  the  House  of  Lords,  and 
passed  the  second  reading  there,  but  at  that  point  their 
further  progress  was  stopped  for  the  time  being  by  the 
government. 

It  was  understood  that  the  government  took  up  this 
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position  at  the  instance  of  some  of  the  English  bankers, 
who  objected  to  any  new  privilege  whatever  being  granted 
to  any  bank ;  and  at  the  instance  of  the  other  Scotch 
banks,  who  objected  to  the  senior  banks  obtaining  the  pri- 
vilege of  reserve  liability  without  being  obliged  so  to  de- 
signate themselves.  The  junior  banks  foresaw  that  pro- 
bably they  would  be  obliged,  by  the  pressure  of  their' 
shareholders,  to  register  under  the  Act  of  1879,  and  so 
have  to  assume  the  title  of  "  limited,"  1  and  they  objected 
to  being  compelled  thus  publicly  to  announce  the  fact, 
while  the  senior  banks,  if  their  bills  passed,  would  be 
under  no  such  obligation. 

The  government  having  blocked  the  passage  of  the  bills, 
the  banks,  their  promoters,  arranged  an  interview  with  the 
Treasury.  At  this  interview  the  government  stated  their 
objections  to  the  proposed  legislation,  and  a  few  days  later 
these  were  formulated  in  a  Treasury  minute  dated  the 
24th  March,  1881,  addressed  to  the  banks. 

In  this  minute  the  following  objections  were  urged  by 
the  government : — 

They  thought  that  fresh  powers  or  privileges  should 
not  be  granted  to  banks  claiming  limited  liability  for  note 
issues ;  nor  to  banks  claiming  limited  liability,  but  not 
adopting  the  designation  "limited,"  which  is  now  a  re- 
quirement of  the  general  banking  law;  and,  moreover, 
they  considered  private  legislation  on  a  subject  of  impor- 
tant public  policy  to  be  objectionable. 

With  regard  to  the  note  issues,  the  minute  pointed  out 
that  since  1845  it  had  been  the  traditional  policy  of  every 
successive  government,  in  granting  fresh  powers  to,  or  re- 
moving restrictions  from,  privileged  banks,  to  make  these 
dependent  on  a  review  of  privileges.  It  also  pointed  out 

1  The  unlimited  Scotch  banks  as  a  body  have  since  intimated  their 
intention  of  registering  under  the  Act  of  1879. 
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that  while  the  principle  of  limited  liability  for  ordinary 
obligations  has,  since  1845,  received  more  general  accep- 
tance, the  legislature  has  rigorously  insisted  on  unlimited 
liability  for  note  issues.  The  government,  however,  while 
saying  that  they  were  determined  to  oppose  the  grant  of 
fresh  powers  if  the  three  banks  continued  to  ask  for  them 
accompanied  by  limited  liability  for  notes  pure  and  simple 
expressed  themselves  as  ready  to  give  their  best  considera- 
tion to  any  proposals  by  means  of  which  the  banks  might 
think  it  possible  to  meet  the  wishes  of  the  Treasury  with- 
out encountering  the  difficulties  mentioned. 

To  the  non-adoption  of  the  term  "  limited,"  the  Lords 
of  the  Treasury  also  entertained  a  strong  objection,  be- 
cause it  was  a  leading  principle  of  the  Act  of  1879  to 
secure  greater  uniformity  in  banking  regulations,  and  that 
uniformity,  in  their  opinion,  would  be  departed  from  if  the 
bills  were  passed  as  they  stood,  and  without  makii-  a 
obligatory  upon  the  banks  to  adopt  that  affix.  Moreover, 
the  government  considered  it  expedient  that  the  public 
should  know  the  status  of  the  banks  with  which  they 
dealt,  and  therefore  the  Act  required  such  banks  as  might 
be  limited  so  to  designate  themselves. 

TVith  regard  to  the  objection  to  legislation  by  private 
bill,  the  Treasury  held  that  no  measure  of  important 
public  policy  should  be  so  dealt  with ;  and  stated  it  as 
their  opinion  that  the  proper  mode  of  dealing  with  the 
case  of  a  bank  whose  circumstances  debarred  it  from  avail- 
ing itself  of  the  benefits  of  the  general  law,  would  be  bv  a 
public  Act  modifying  the  general  law  only  to  the  extent  of 
the  proved  necessity. 

To  these  objections  the  banks  replied  : — 

1st.  That  inasmuch  as  the  liability  of  the  three  banks 
was  limited — for  the  note  issues  as  well  as  for  the  general 
obligations — and  having  been  so  recognized  bv  Sir  Eobert 
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Peel  in  his  speech  introducing  the  Scotch  BankBill  of  1845, 
and  by  parliament  inpassingthe  Act,  there  would  be  in  super- 
able  legal  difficulties  in  the  way  of  imposing  upon  existing 
shareholders  in  respect  of  the  notes  an  unlimited  liability, 
which  they  never  undertook.  While  pointing  out  the 
impossibility,  however,  of  securing  the  notes  in  this  pre- 
cise form,  the  banks  expressed  their  desire  to  confer  with 
the  Treasury  as  to  the  best  means  to  secure  the  same  end 
in  another  way. 

2nd.  That  it  was  a  legal  impossibility  for  the  three 
banks  to  register  under  the  Act  of  1879.  That  Act  was 
available  only  to  unlimited  companies,  or  to  companies 
previously  registered  under  the  Companies'  Acts  as 
limited,  and  the  three  banks  were  within  neither  category. 
The  banks  further  pointed  out  that  so  far  from  the  uni- 
formity of  banking  regulations  being  broken  by  the  non- 
adoption  by  them  of  the  title  "  limited,"  it  would,  in 
reality,  be  broken  by  its  adoption,  inasmuch  as  parliament 
every  session,  in  granting  fresh  powers  to  chartered  com- 
panies, has  never  required  them  to  designate  themselves 
limited. 

The  banks  also  reminded  their  lordships  of  a  case  in 
point  which  occurred  last  year,  i.e.,  after  the  passage  of 
the  Act  of  1879.  Lord  Beaconsfield's  government  intro- 
duced a  bill  in  February,  1880,  providing  for  the  continu- 
ance in  perpetuity  of  the  charters  (granted  for  limited 
periods  and  with  limited  liability)  to  the  Indian  and 
Australian  and  other  colonial  banks  of  London,  and  giving 
them  powers  to  increase  their  capital  at  will,  without  requir- 
ing them  to  adopt  the  designation  "  limited."  Lord  Beacons- 
field's  government  fell  before  they  could  pass  this  bill, 
and  were  succeeded  by  the  present  (Mr.  Gladstone's)  go- 
vernment, who,  in  a  Treasury  minute,  dated  21st  July, 
1880,  expressed  general  approval  of  the  principles  em- 
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bodied  in  the  bill,  and  promised  to  carry  them  out  when 
practicable. 

The  banks  further  submitted,  that  there  was  no  in- 
stance on  record  of  a  corporation,  or  company  of  any  kind, 
not  registered  under  the  Companies'  Acts,  bearing  the 
name  limited,  and  that  the  reason  therefor  was  obvious. 
That  term,  applied  to  an  unlimited  partnership  registering 
under  the  Companies'  Acts,  was  natural  and  intelligible, 
for  it  denoted  that  the  partners  had  by  registration  chosen 
to  alter  their  relations  to  their  creditors,  by  limiting  their 
common  law  unlimited  liability.  But  with  a  corporation 
the  case  was  different.  A  corporation  being,  not  a  part- 
nership, but  a  distinct  person  in  the  eye  of  the  law,  and 
being  liable  only  to  the  extent  of  its  corporate  funds, 
could  not  assume  a  title  which  would  not  only  be  mislead- 
ing, but  be  an  absolute  misnomer.  The  assumption  of 
the  word  limited  by  the  three  banks  would  signify  that 
they  had  in  some  form  restricted  their  liability,  while 
in  point  of  fact  the  change  of  designation  would  accom- 
pany, not  a  limitation,  but  an  extension  of  liability,  and  of 
security  to  the  public. 

With  regard  to  the  Treasury's  objection  to  legislation 
by  private  bill,  the  banks  submitted  that  no  other  course 
was  left  open  to  them,  as  it  was  impossible  for  them, 'as 
banking  corporations,  to  come  under  the  Companies'  Acts; 
and  they  submitted  the  opinion  of  several  eminent  counsel, 
that  in  no  other  way  than  by  private  bill  could  they  attain 
the  objects  they  had  in  view. 

Following  upon  this  correspondence  the  banks  had  an 
interview  with  the  Treasury,  with  the  view  of  giving 
further  explanations,  and  endeavouring  to  meet  their 
wishes  with  respect  to  the  note  issues.  At  that  interview 
the  banks  offered  to  secure  the  note  issues  in  a  more  ab- 
solute form  than  by  the  mere  unlimited  liability  of  the 

ii.  G  a 
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shareholders — they  offered  to  secure  them  by  a  special 
appropriation  of  government  securities'  to  the  amount  of 
their  present  authorized  circulation,  and  of  coin  to  the 
extent  of  the  remainder  of  the  circulation  in  the  hands  of 
the  public.  But  this  advance  on  the  part  of  the  banks  did 
not  meet  with  the  cordial  response  from  the  Treasury  which 
the  former  might  reasonably  have  expected,  considering  the 
terms  of  the  first  minute,  wherein  their  lordships  expressed 
their  readiness  to  consider  any  proposals  by  means  of 
which  the  banks  might  be  able  to  meet  their  wishes  with 
regard  to  security  for  the  note  issues. 

With  reference  to  this  interview,  and  in  reply  to  the 
letter  of  the  banks,  the  Treasury  issued  another  minute, 
dated  the  4th  of  June.  In  this  minute  they  addressed 
their  arguments  chiefly  to  the  two  main  points  of  diffe- 
rence between  themselves  and  the  banks,  viz.,  the  questions 
of  issue  and  title.  With  regard  to  the  title,  they  simply 
affirmed  that  they  could  see  no  reason  why  a  bill  confer- 
ring new  powers  should  not  require  a  limited  bank  adopt- 
ing those  powers  to  conform  to  the  general  banking  law  of 
the  United  Kingdom,  and  announce  its  status  to  the 
public  beyond  the  possibility  of  misapprehension,  by  adopt- 
ing the  title  of  "limited." 

Respecting  the  question  of  issue,  the  government  ad- 
mitted the  difficulty  under  which  the  banks  would  labour 
if  they  endeavoured  to  impose  unlimited  liability  for  notes 
on  present  shareholders ;  but  they  announced  in  definite 
terms  their  determination  to  grant  no  new  privilege  which 
would  hinder  or  delay  the  gradual  absorption  of  private 
issues,  with  the  view  of  these  being  ultimately  replaced  by 
a  State  issue. 

Accordingly  the  government  declined  the  offer  of  the 
banks  to  secure  their  issues  by  the  deposit  of  government 
securities  and  coin,  ostensibly  on  the  ground  that  it  would 
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introduce  into  private  legislation  a  principle  of  banking 
which  was  new,  and  which  had  not  received  the  sanction 
of  Her  Majesty's  Government. 

On  the  other  hand,  the  Treasury  offered  to  the  banks  a 
lease  of  their  right  of  issue  for  a  number  of  years  certain, 
subject  to  the  payment  of  a  moderate  royalty.  This  offer 
was  based  on  the  principle  of  a  measure  dealing  with 
English  banks  of  issue  introduced  before  parliament  by 
the  government  of  Lord  Palmerston  in  1865,  but  never 
passed  into  law. 

As  an  alternative  offer,  the  Treasury  proposed  to  the 
banks  that  the  latter  should  join  the  government  in  con- 
sidering the  terms  upon  which  a  State  issue  of  notes,  con- 
ducted through  the  agency  of  all  the  banks,  and  maintain- 
ing the  specialty  of  the  one-pound  circulation,  might  be 
introduced  into  Scotland  in  lieu  of  the  present  note  circu- 
lation of  the  banks. 

In  their  reply  to  this  minute  the  three  banks  maintained 
the  accuracy  and  justice  of  their  view  of  the  unreasonable- 
ness of  being  required  to  adopt  the  affix  of  "  limited," 
which,  they  contended,  would  be  in  their  case  a  meaning- 
less and  inappropriate  title,  and  would  put  them  out  of 
harmony  with  the  designations  of  the  only  other  two  banks 
similarly  constituted  in  the  kingdom. 

The  question,  however,  of  the  note  issues  was  that  to 
which  the  banks  chiefly  addressed  themselves. 

It  seemed  as  if  the  government  had  made  a  complete 
change  of  front.  In  their  first  minute  their  chief  care  was 
to  protect  the  public,  by  imposing  on  the  banks,  as  the 
price  of  the  powers  they  sought,  unlimited  liability  for  the 
notes.  The  banks  offered  a  more  absolute  security  than 
this,  viz..  government  securities  and  coin  specially  ear- 
marked. Then  the  Treasury  said  they  could  not  accept 
this  as  a  settlement  of  the  question,  as  they  were  deter- 
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mined  to  adhere  to  the  policy  of  successive  governments 
ever  since  1844,  to  grant  no  new  privilege  which  would 
hinder  or  delay  the  gradual  absorption  of  private  issues. 

With  reference  to  this  the  banks  pointed  out  in  their 
reply  to  the  Treasury  that  the  policy  which  they  professed 
to  follow  had  been  very  frequently  departed  from.  Govern- 
ment had  very  lately  granted  enlarged  powers,  capital  and 
otherwise,  to  the  Bank  of  Scotland  and  the  Eoyal  Bank  ; 
had  conceded  the  important  privileges,  already  referred  to, 
to  the  chartered  colonial  banks  in  1880 ;  and  had  by  the 
very  Act  of  1879  granted  to  every  unlimited  bank  the 
privilege  of  limiting  their  liability — none  of  which  powers 
or  privileges  were  ever  intended  to  hasten,  but,  on  the 
contrary,  were  calculated  to  delay,  the  absorption  of  private 
issues. 

The  banks  further  pointed  out  that  the  suggestions 
offered  by  the  Treasury  made  it  plain  that  what  they  de- 
sired was  the  absolute  surrender  by  the  banks  of  their 
rights  of  issue,  and  not  the  protection  of  the  public,  for 
the  Treasury  were  willing  to  grant  a  lease  of  the  rights  of 
issue  without  any  security  whatever. 

The  offer  of  a  lease  of  the  rights  of  issue  was  naturally 
rejected  by  the  banks,  who  pointed  out  that  those  rights 
were  already  theirs,  and  had  been  exercised  under  express 
grants  from  the  Crown  or  Parliament  for  from  135  years 
in  the  case  of  the  youngest,  to  186  in  the  case  of  the  oldest 
of  the  three. 

With  regard  to  the  Treasury  suggestion  of  a  State  issue, 
the  banks  replied  that  in  their  opinion,  that  would  not  be 
acceptable  to  the  people  of  Scotland,  inasmuch  as  the  sup- 
pression of  the  present  issues  would  be  more  detrimental 
to  the  public  than  to  the  banks,  and  would  involve  the 
closing  of  many  of  the  branch  banks  now  existing,  and 
lead  to  a  serious  diminution  of  banking  facilities. 
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The  banks  wound  up  their  letter  by  indicating  that,  in 
view  of  the  attitude  taken  up  by  the  government,  they 
would  not  proceed  further  with  their  bills  ;  and  the  corre- 
spondence was  closed  by  a  letter  from  the  Treasury  re- 
gretting that  the  views  of  the  government  did  not  accord 
with  those  held  by  the  banks. 

Whatever  may  be  the  opinions  entertained  respecting 
the  result  of  the  applications  by  the  banks — and  no  doubt 
such  opinions  will  naturally  be  largely  coloured  by  the 
self-interest  of  those  entertaining  them — it  must  be  ad- 
mitted that  in  themselves  the  applications  seemed  per- 
fectly legitimate  and  praiseworthy.  What  the  banks 
sought  to  do  was  simply  to  create  further  capital,  a 
nominal  portion  of  which  should  be  called  up,  and  the  re- 
mainder held  as  a  reserve  liability  in  the  interest  of  the 
creditors,  and  in  harmony  with  the  spirit  of  recent  opinion. 
Many  times  in  their  previous  history,  each  of  the  three 
banks  had  been  authorized  to  increase  its  capital ;  and 
there  seems  to  have  been  no  adequate  reason  for  refusing 
a  similar  extension  on  the  present  occasion,  especially 
when  the  application  was  avowedly  made  in  the  interests 
of  the  public.  The  banks  seemingly  could  have  rested 
with  perfect  ease  upon  the  confidence  reposed  in  them  by 
the  public,  as  evidenced  by  the  fact  that  since  the  failure 
of  the  City  of  Glasgow  Bank,  when  it  became  generally 
known  that  the  three  banks  were  limited,  however  dimly 
the  fact  may  have  been  understood  before,  the  deposits 
of  the  three  banks  have  increased  over  four  millions. 

And  however  opinions  may  differ  as  to  the  result  of  the 
applications  by  the  banks,  it  is  to  be  regretted,  on  general 
grounds,  that  the  discussion  on  the  part  of  the  govern- 
ment was  not  conducted  with  more  care  and  with  less 
appearance  of  their  decision  having  been  arrived  at  arbi- 
trarily, instead  of  under  the  weight  of  reason. 
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It  will  have  been  noticed  that  the  Treasury  minutes  were 
rather  contradictory  of  each  other,  and  that  some  portions 
of  the  same  minute  stultified  others. 

In  the  first  minute  the  Government  professed  to  have 
the  interests  of  the  note-holders  at  heart,  and  on  that 
ground  intimated  that  they  would  refuse  the  applications 
of ,  the  banks  unless  they  were  accompanied  by  unlimited 
liability  for  the  notes.  The  banks  offered  a  more  abso- 
lute security  than  this — government  securities  and  gold 
— which  offer  the  Treasury  declined,  but  they  made  a 
counter  offer  of  a  lease  of  the  right  of  issue  for  a  certain 
number  of  years,  unaccompanied  by  any  protection  to  the 
public  in  the  shape  of  unlimited  liability,  or  any  other 
kind  of  security,  for  the  note  issues. 

The  Treasury  also  in  their  first  minute  stated  as  an  ob- 
jection to  the  bills,  that  since  the  banks  did  not  propose  to 
assume  the  title  of  limited,  it  would  be  a  departure  from 
the  uniformity  of  the  banking  regulations  introduced  by 
Sir  Stafford  Northcote's  Act  to  grant  them.  "With  regard 
to  this,  the  banks  showed  the  Treasury  that  they  had 
already  agreed  to  depart  from  this  uniformity  by  promis- 
ing to  the  chartered  colonial  banks  to  continue  their 
charters  in  perpetuity  without  requiring  them  to  take  the 
title  of  limited. 

Further,  the  Treasury  in  their  second  minute,  in  rdius- 
ing  the  offer  by  the  banks  of  security  for  the  note  issues, 
stated  that  it  had  been  the  policy  of  the  Treasury  since 
1844  to  grant  no  new  privilege  which  would  hinder  or 
delay  the  gradual  absorption  of  private  issues.  In  answer 
to  this,  the  banks  showed  that  parliament  had  very  fre- 
quently granted  privileges  which  had  precisely  the  oppo- 
site effect,  and  notably  so  in  passing  the  Act  of  1879. 

The  truth  seems  to  be,  that  a  considerable  change  came 
over  the  views  of  the  government  between  the  issue  of 
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the  first  minute  and  the  second.  And  the  key-note  of 
the  change  seems  to  lie  in  the  enunciation  of  the  principle 
in  the  second  minute,  that  "  the  right  of  issuing  notes 
appertains  to  and  should  be  controlled  by  the  State."  If 
this  be  so,  it  is  perhaps  not  to  be  wondered  at  that  the 
government  should  have  embraced  the  opportunity  of 
publicly  raising  the  question  of  their  right  to  the  issue, 
and  so  paving  the  way  for  dealing  with  the  matter  when 
the  opportune  time  should  arrive. 

While  freely  admitting  the  soundness  of  the  principle, 
as  between  the  government  and  the  banks  of  issue,  that 
the  right  of  issue  should  belong  to  the  State,  we  cannot 
but  think  it  is  much  to  be  regretted  that  the  Treasury 
should  have  so  hastily  declined  the  offer  of  the  Scotch 
banks  to  secure  their  issues  in  the  way  they  proposed. 
That  course  would  have  protected  the  public  in  the  most 
absolute  form ;  it  would  have  established  a  precedent 
which  it  would  be  necessary  to  follow  whenever  oppor- 
tunity offered ;  and  it  would  have  saved  the  government 
from  the  necessity  at  some  future  day  of  experimenting 
with  the  issues,  perhaps  at  a  cost  which  would  render  the 
experiment  a  failure ;  and  it  would,  moreover,  have  saved 
to  the  public  the  banking  facilities  of  which  they  shall  be 
deprived  if  the  issues  be  taken  from  the  banks.  It  must 
not  be  forgotten  that  this  is  more  a  question  for  the 
general  public  than  for  the  banks.  The  removal  of  the 
issues  from,  the  banks  would  be  but  a  comparatively 
trifling  circumstance  to  them,  but  it  would  inflict  an 
irreparable  injury  on  the  welfare  of  the  country. 

As  a  pendant  to  the  Act  of  1879  it  may  be  advisable  to 
mention  that  a  further  Act  was  passed  in  1880  (43  Yict. 
c.  19),  empowering  any  company  to  return  to  its  share- 
holders any  accumulated  profits  in  reduction  of  paid-up 
capital;  but  requiring  at  the  same  time  that  the  unpaid 
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capital  should  be  increased  by  a  similar  amount.  It  also 
provided  that  any  shareholder  might,  instead  of  taking 
payment  in  cash,  require  the  company  to  hold  and  invest 
his  share  of  the  returned  capital  to  meet  any  future  calls. 
The  Act  also  gave  power  to  the  Registrar  of  Joint- Stock 
Companies  to  strike  the  names  of  defunct  companies  off 
the  register  in  certain  circumstances. 

It  is  enacted  that  this  Act  shall  be  construed  as  one 
with  the  Companies'  Acts  of  1862,  1867,  1877,  and  1870, 
and  that  the  said  Acts,  and  this  Act,  may  be  referred  to  as 
the  Companies'  Acts,  1862  to  1880. 

Reference  has  frequently  been  made  in  the  preceding 
pages  to  the  bill  introduced  by  the  late  government,  deal- 
ing with  the  charters  of  the  Colonial  banks.  As,  however, 
in  consequence  of  the  fall  of  that  government,  the  bill  was 
not  proceeded  with,  it  can  scarcely  be  described  as  forming 
part  of  recent  banking  legislation.  It  will  be  convenient, 
nevertheless,  under  this  section  to  give  some  account  of 
the  bill,  especially  as  the  present  government  have  expressed 
their  general  approval  of  it,  and  as  it  will  most  likely  form 
the  basis  of  some  measure  to  be  hereafter  introduced. 

The  charters  of  the  colonial  banks  were  originally  granted 
for  longer  or  shorter  terminable  periods ;  and,  at  the  ex- 
piration of  such  times,  it  was  always  necessary  to  have 
them  renewed  for  a  further  terminable  period.  This  system 
having  been  found  somewhat  cumbersome,  a  suggestion 
was  made  to  the  late  government  on  behalf  of  the  banks, 
that  a  bill  should  be  introduced  into  parliament  authorizing 
the  perpetuation  of  the  existing  charters.  This  suggestion 
was  favourably  received  by  the  government,  and  in  accor- 
dance therewith  they  introduced  a  measure  in  February, 
1880,  entitled,  "  A  Bill  to  make  further  provision  with  re- 
spect to  certain  Chartered  Banking  (Colonial)  Companies, 
and  for  other  purposes." 
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The  preamble  recited  that  the  powers  and  privileges 
conferred  by  the  charters  of  these  banks  are  subject  to 
determination  at  the  times  mentioned  in  the  charters,  but 
are  capable  of  being  renewed  at  Her  Majesty's  pleasure; 
that  the  said  charters  authorize  the  Treasury  to  control  in 
certain  respects  the  management  of  the  banks ;  and  stated 
that  it  is  expedient  to  relieve  the  Treasury  of  its  functions 
in  these  respects,  and  leave  to  the  banks  the  uncontrolled 
management  of  their  own  concerns  ;  but  that  at  the  same 
time  it  would  be  inexpedient  that  such  removal  of  control 
by  the  Treasury  should  involve  the  determination  of  the 
powers  and  privileges  conferred  by  the  charters. 

And  the  bill  therefore  proposed  to  enact : — 

That  the  charters  of  the  banks  named  in  the  schedule, 
in  force  at  the  date  of  the  passing  of  the  Act,  and  all 
powers  and  privileges  therein  contained,  should,  on  the  ex- 
piration of  the  time  at  which  such  charters  are  respectively 
limited  to  expire,  continue  in  the  same  manner,  in  all  re- 
spects, as  if  there  were  not  in  force  any  provision  deter- 
mining the  same. 

That  power  should  be  given  to  each  of  the  banks,  by 
special  resolution  passed  by  a  majority  of  not  less  than 
three-fourths  of  the  shareholders,  to  increase  its  capital 
by  the  issue  of  new  shares  of  such  amount  as  might 
be  considered  expedient,  or  consolidate  and  divide  its 
capital  into  shares  of  larger  amount  than  the  existing 
shares. 

That  nothing  in  the  Act  should  authorize  any  of  the 
banks  to  exercise  any  power  in  relation  to  note  issues,  or 
in  relation  to  the  establishment  of  branch  banks  in  anv 
colony,  which  it  is  not  exercising  at  the  time  of  the  pass- 
ing of  the  Act,  and  to  the  exercise  of  which  the  sanction 
of  the  Treasury  is  required,  save  with  the  assent  of  the 
governor  of  the  colony  where  it  is  proposed  to  exercise 
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such  power ;  or,  iii  the  case  of  India,  save  with  the  assec  t 
of  the  Secretary  of  State  in  Council. 

That  from  and  after  the  passing  of  the  Act  the  Treasury 
should  cease  to  exercise  the  powers  and  control  vested  in 
them  by  the  existing  charters. 

Provided — That  nothing  contained  in  the  Act  should 
affect  the  power  of  Her  Majesty  to  revoke  any  charter, 
in  such  events  as  are  at  present  contemplated  in  such 
charters. 

This  bill  was  referred  by  the  House  of  Commons  to  a 
Select  Committee  for  consideration.  The  Committee  sat, 
and  took  evidence,  and  duly  reported  to  the  House,  but 
before  anything  further  could  be  done  in  the  matter,  the 
government  resigned. 

Shortly  after  the  accession  of  the  present  government  to 
power,  however,  the  colonial  banks  brought  the  matter  be- 
fore them,  and  evoked  a  reply  in  the  shape  of  a  Treasury 
minute,  dated  the  21st  July,  1880,  of  which  the  following 
is  a  copy : — 

"  My  Lords  read  the  bill  brought  into  parliament  by 
the  late  Board  of  Treasury  making  further  provision  with 
respect  to  certain  Chartered  Banking  (Colonial)  Com- 
panies. They  read  also  the  report  of  the  Select  Committee 
to  which  that  bill  was  referred.  They  approve  generally 
the  principles  embodied  in  the  bill,  and  they  would  have 
been  willing,  if  time  and  other  circumstances  had  per- 
mitted, to  re-introduce  it  in  the  present  session,  modifying 
it  only  to  this  extent,  that  they  would  have  reserved  to 
parliament  the  right  from  time  to  time  of  reconsidering 
the  privileges  which  the  charters  confer.  But  the  late 
period  at  which  the  work  of  the  present  session  com- 
menced, and  other  circumstances,  have  made  it  impossible 
for  them  to  bring  the  question  before  parliament  with  fair 
prospect  of  exhausting  the  debates  which  they  have  reason 
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to  anticipate  on  the  subject  of  the  bill,  and  of  passing  it. 
The  chartered  banks  affected  by  the  bill  have  now  been 
kept  for  some  time  in  suspense  as  to  the  conditions  to  be 
imposed  upon  them,  and  my  Lords  would  be  reluctant  to- 
prolong  a  state  of  suspense,  which  is  in  no  degree  due  to 
the  action  of  the  banks  themselves.  They  have  accordingly 
considered  whether  they  could  adopt  a  course  which 
would  prepare  the  way  for  the  advantages  sought  in  the 
bill,  while  reserving  to  parliament  due  power  of  review ; 
and  they  propose  to  attain  these  objects  in  the  following 
manner.  They  will  cause  a  model  charter  to  be  prepared , 
embodying  in  simple  and  concise  terms  the  provisions  of 
the  bill  of  the  late  government,  with  any  general  clauses- 
of  the  existing  charters  applicable  either  wholly  or  with 
slight  modifications  to  all  the  banks.  On  the  expiry  of  a 
charter,  if  the  bank  desires  a  new  charter,  my  Lords  will 
lay  upon  the  table  of  both  Houses  a  draft  containing  the 
provisions  of  the  model  charter,  and  so  much  of  any 
special  matter  in  the  previous  charter  as  my  Lords  may- 
decide  to  be  not  inconsistent  with  the  said  provisions,  and 
after  the  draft  has  lain  for  a  certain  period  unchallenged, 
they  will  advise  her  Majesty  in  Council  to  grant  the 
charter  to  the  bank  for  a  further  limited  period.  Many  of 
the  charters  do  not  expire  for  a  considerable  period. 
Should,  in  the  meantime,  the  directors  of  any  chartered 
bank  desire  to  obtain  a  supplementary  charter,  or  to 
resign  their  charter  and  obtain  a  new  one,  my  Lords, 
if,  in  the  exercise  of  their  discretion,  they  entertain  the 
proposal  at  all,  will  deal  with  it  on  the  same  principles  as 
if  the  charter  had  expired  by  efflux  of  time.  So  long  as 
existing  charters  remain  in  force  my  Lords  will  exercise 
the  powers  assigned  by  such  charters  to  the  Treasury  ac- 
cording to  their  best  discretion.  My  Lords  will  be  ready 
to  communicate  the  model  which  they  propose  to  adapt  to 
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the  different  banks  concerned,  as  soon  as  it  is  prepared,  it 
being  their  object  to  offer  no  obstacle  to  the  progress  of 
the  banks  so  long  as  the  control  of  parliament  and  the 
simplicity  and  soundness  of  the  regulations  approved  by 
the  Treasury  are  secured.  My  Lords  have  only  to  add 
that  the  final  arrangements  should  be  such  as  will  reserve 
to  parliament  entire  liberty  in  dealing  with  this  as 
with  any  other  banking  question.  They  will  therefore  en- 
deavour to  fix  the  limits  of  time  for  new  charters  on  such 
a  principle  as  will  eventually  ensure  concurrence  of  the 
periods  for  which  they  are  granted.  A  copy  of  this  minute 
has  been  sent  to  each  of  the  banks  in  the  schedule  of  the 
Chartered  Banks  Bill  laid  before  parliament  in  February 
last." 

Such  is  the  position  of  this  question  at  the  present 
moment,  and  it  still  remains  to  be  seen  what  legislatipn, 
if  any,  will  be  proposed  for  the  relief  of  the  colonial  banks 
by  the  present  government. 
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Amsterdam,  Bank  of,  founded, 
1609,  the  model  of  the  Euro- 
pean banks  of  the  present  time, 
i.  12. 

principle  on  which  it  was 

founded,  i.  133. 

early  bank  of,  ii.  254. 

Anacharsis,  his  account  of  early 
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mode  of  disguise  in  the  case  of 
the  Western  Bank  of  Scotland, 
ii.  367. 
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392. 
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lished at  Venice,  1157,  i.  10,  11. 

general  administration  of  a, 

i.  232-57. 
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the  Bank  Act  of  1844  ;  the  Act 
and  the  pressures  of  1847,  i. 
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gard to  proceedings  on  bills  of 
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sures of  1825,  1836,  1839,  1847, 
1857,  1866,  1875,  and  1878,  and 
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gard to  the  employment  of  sur- 
plus funds,  i.  291-308. 
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vested and  borrowed,  i.  127. 

disposable  means  of  a,  i.  211. 

expedients     for     facilitating 
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others,  ii.  79-96. 
expenses  of  a,  i.  212  ;  ii.  63, 
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situation  of  a,  ii.  1,  2. 
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of  a,  ii.  2-4. 
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spectus, &c.  &c. 
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Bank  of  England  (history),  i.  30- 
102/326-64,  365-96,  ii.  113-45. 

established     by     William 

Faterson,  1694,  i.  30. 

Government  and  Parlia- 
mentary aid  to  it,  i.  30. 

Bishop  Burnet  on  its  estab- 
lishment, i.  31. 

its  original  Act,  Charter,  &c., 

i.  31. 

first  received  subscriptions 

for  Government  loans,  i.  36. 

its  new  building  in  Thread- 
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Bank  of  England,  opposition  to 
renewing  the  Charter,  i.  39- 
41. 

the  "  Three-per-Cents/'  con- 
stituted, 1752.  i.  43. 

. first  conviction  for  forgery  of 

a  bank-note,  i.  43. 

Act  33  Geo.  III.  c.  32  passed. 

allowing  the  bank  to  lend  money 
to  Government  without  the  pre- 
vious consent  of  Parliament,  i. 
44-45 :  Act  modified  by  59  Geo. 
III.  c.  76.  i.  59. 

discount  at,  in  1795.  i.  45. 

••  run  "  upon,  and  suspension 

of  cash  payments  (under  an 
Order  in  Council),  i.  46. 

Parliamentary   inquiry  into 

its  affairs,  and  report.  1797,  i. 
47. 

first  issued  £\  and  £2  notes, 

i.  4S. 

Restriction  Act  passed.  1797, 
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Transfer  of  Stock  Act  (40 

Geo.  III.  c.  36)  passed,  1800,  i. 
50.51. 

lost  £300,000  by  the  Aslett 


fraud,  1803,  i.  51. 

issues  dollars,  and    35.   and 

I*.  Gd.  silver  tokens,  1803.  i.  51. 

House  of  Commons  Bullion 

Committee  report,  and  advise  a 
return  to  cash  payments,  1S10, 
i.  52-4  ;   Parliament  rejects  the 
report,  i.  55. 

Lord  Stanhope's  Act,  regula- 
ting the  value  of  gold  and  notes, 
passed,  1811.  i.  55-7. 

payments  in  gold  restrained 

by   Act   of   Parliament,    IS  19. 
i/58. 
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notes    under    £5,    using    sove- 
reigns for  the  first  time  in  pav- 
ment,  1821,  i.  60. 

its  circulation  of  notes  under 

£5,  1797-1521,  ii.  182-4. 


Bank  o/"  England,  the  "Dead 
weight "  (advance  to  Govern- 
ment). 1822,  i.  62. 
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on  Government  stock,  1822, i.  62. 

lends  £1,500,000  to  the  East 

India  Company,  1822,  i.  62. 

commenced  lending  money  on 

mortgage,  1824,  i.  62. 

and  "  The  Panic,"  1825  ;  the 

Governor,  G.  H.  Palmer,  on  the 
panic,  i.  65-7,  310.  See  also 
Panic,  and  Pressure. 

branches  established  (as  sug- 
gested by  Lord  Liverpool)  at 
Gloucester,  Manchester,  and 
Swansea  ;  dissatisfaction  of  the 
country  banks  at  the  establish- 
ment of  the  branches,  i.  68-70  ; 
ii.  125. 

bank  boards   established   at 


Manchester  and  other  towns,  to 
make  advances  on  goods,  : 

the  co-partnership   scheme 

altered,  i.  68,  69. 

Parliamentary  inquiry  into 

its  position  and  privileges,  1832, 
i.  74-6. 

its  bullion  and  securities,  ar- 
rangement   for    statements    of, 
i.  76.  7S,  86. 

negotiations  for  renew  ing  the 

Charter,  1833,  L  77-80. 

and   the  pressure  of  1836, 

i.  312.  314-18. 

and  the  pressure  of  1839  ;  re- 
course had  to  a  loan  from  the 
Bank  of  France,  i.  315-17. 

the  B:mk   Act  of  1844,  i. 

91-2;  ii.  139-43;  its  suspension 
during   the   pressure    of    1347, 
i.  326-64.     See  also  Bank  Act. 

Spielmann    &    Co.    »_•.,   and 

Raphael  &  Co.  r. ,  cases  of  stolen 
notes,  i.  275-6. 

its  note  issue  since  1344,  ii. 

119-22. 

its  progress  from  1848  to  1855, 

tables  of  returns,  i.  392  4. 
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Hank  of  England,  second  suspen- 
sion of  the  Bank  Act  of  1844, 
upon  the  occasion  of  the  panic 
of  1857,  ii.  338-41. 

the  "  Times"  on  the  suspen- 
sion, ib. 

• third  suspension  of  the  Bank 

Act,  in  the  1866  panic,  ii.  344- 
56. 

Patterson's  "  Science  of  Fi- 
nance "  on  the  third  suspension, 
ii.  354-6. 

Charter  renewed  (by  Act  33 

and  34  Viet.  c.  71,  1870)  nntil 
the  public  funds  are  redeemed  by 
Parliament,  practically  making 
the  Charter  perpetual,  i.  92. 

and    the    railway  panic  in 

America,  1874,  ii.  391. 

and  the  crises  of  1875  and 

1878,  ii.  380,396. 

Sank  of  England  (principles  and 
practice),  the  bank  and  other 
chartered  banks,  their  privi- 
leges, ii.  254,  255  ;  they  are  of 
"limited"  liability  through  their 
charters,  ii.  442-45. 

its  powers  as  a  loan  bank,  i. 

192,193. 

administration  of.  since  1844. 

i.  365-96;  ii.  122. 

agent  to  no  banks  save  the 

Bank  of  Ireland  and  Royal  Bank 
of  Scotland,  ii.  122. 

the  London  banks'  accounts 

with,  i.  293. 

not  to  be  relied  upon  for  as- 
sistance to  bankers  in  times  of 
pressure  since  the  Act  of  1844, 
i.  356,357. 

its  resistance  to  the  establish- 
ment of  joint-stock  banks,  H.  D. 
Macleod  quoted,  ii.  151-60. 

its  branch  banks,  i.  126  ;  ii. 

122-5  ;  effects  of  their  establish- 
ment upon  the  country  banks, 
ii.  163. 

• the  Bank  Act  of  1844,  ils 

principal  provisions,  ii.  113-19  ; 


its  design,  import,  and   effects 

generally,  i.  365-96;  ii.  113-43; 

first    returns    under    the    Ait, 

tables,  i.  367,  368. 
Bank  of  England,  its  capital,   i. 

94. 
table  of  capital,  additions  and 

calls,  1694  to  the  present  time,  i. 

96-8. 

its  large  paid-up  capital,  i. 

369. 

certificates  for  the  transfer  of 

stock,  under  the  Act  of  1863,  ii. 
126,127. 

itscirculation.present  amount, 

ii.  304. 

its  clerks,  i.  61 ;  their  Surety 

Fund  and  Widows'  Fund,  ii. 
16-18  ;  medical  officer  for  them, 
ii.  25,  26  ;  their  Literary  Asso- 
ciation and  Library,  ii.  38. 

the  Currency  Laws  with  re- 
ference to  it :  a  summary  of  Mr. 
J.  W.  GilbaiTs  evidence  before 
the  House  of  Commons    Com- 
mittee on  Banks  of  Issue,  1841, 
ii.  128-39. 

its  deposit   accounts,  public 

and  private,  i.  134,  371-3. 

tablesof  dividendsand  bonuses 


paid  to  its  proprietors,  1C95  to 
1879,  i.  94-6. 

payment  of    dividends,   in- 
creased facilities  for,  ii.  126. 

unclaimed  dividends  in.  i.  44. 

table  of  rate   of    discount, 

1694  to  1880,  i.  98-101. 

table  of  average  rate  since 

establishment  of  country  joint- 
stock  banks,  1826,  i.  102. 

discounting  by  it,  under  the 

Act  of  1844,  i.  378-81. 

its  relations  with  the  Govern- 
ment, i.  375-6;  ii.  119-27. 

its  government ;  election  of 

directors  ;  qualification  for  go- 
vernors   and    directors,  &c.,  i. 
92-4,  365,  366  ;  ii.  122. 

Mr.  W.  Rae  Smee's  plans  fo» 
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facilitating  the  bank  work,  ii. 
81,82. 

Bank  of  England,  its  purchases  of. 
and  prices  for  gold  and  silver, 
i.  94 ;  ii.  126 ;  price  for  light 
gold  coin,  ii.  126. 

and  the  Mint :  assay  of  bul- 
lion, and  price  of  gold,  ii.  126. 

its  investments,  i.  373-6. 

its  allowance  from  Govern- 
ment for  the  management  of  the 
National  Debt,  i.  44,  51. 

its  management  of  the  Go- 
vernment  Unfunded   Debt,  In- 
dian Debt,  and  Funded  Debt  of 
the     Metropolitan     Board     of 
"\Vurks,  ii.  125-7. 

—  its  notes.    See  Bank  Xotcs, 

Circulation,  ic. 

its  post-bills.     See  Post-bills. 

its  profits,  ii.  122,  123. 

large  profit  made  by  it   in 

railway  company  deposits,  1846, 

i.  3S2. 
its  "  public  duties,"  i.  381. 

its  large  rest  or  surplus,  i. 

369,  370. 

its  reserve  fund,  i.  376. 

effects  of  the  Restriction  Act, 

i.  149-50;  ii.  163. 

its  returns,  importance  of  at- 
tention to  them  in  times  of  pres- 
sure.  i.  324. 

IVr  Bank  of  England,  see  also 
Branch  Banks,  Bank  Act, Bank 
.  &c. 

Bank  of  London,  failure,  ii.  355. 

Bank  of  Ireland.  See  Ireland, 
Bank  of. 

Sank  of  Scotland.  See  Scotland, 
Bank  of. 

For  ether  banks,  see  their  seve- 
ral nan:es. 

Bank  Act.  1844,  its  principal  pro- 
visions, ii.  113-19. 

administration  of  the  Bank  of 

England  under  it.  i.  366-96. 

as   it   affected  the  country 

banks,  ii.  168-73,  1S4-7. 

II.  H 


Bank  Act,  Mr.  Cotton's  view  of  its 
"  ultimate  object/'  viz.,  the  esta- 
blishment of  "  one  bank  of 
issue,''  controverted  by  Mr.  J. 
W.  Gilbart's  evidence."  ii.  132-9. 

its  '•  one  bank  of  issue  "  ob- 
ject, ii.  172-3. 

the  currency  theory  it  em- 
bodies shown  to  be  fallacious  by 
the  pressure  of  1847,  and  the 
consequent  suspension  of  the  Act 
in  that  year,  i.  326-64. 

Mr.  Gilbart's  estimate  of  its 

effect  on  the  rate  of  interest  veri- 
fied, ii.  334. 

its  suspension  in  1847,  corre- 
spondence between  the  Govern- 
ment and  the  bank  directors 
which  led  to  it,  ii.  139-43. 

•  the  Banking  Acts  of  Eng- 
land, Scotland,  and  Ireland, 
comparative  view  of  their  effects, 
ii.  298-304. 

See  also  Bank  of  England,  &c. 

Bank  Clerks.     See  Clerks. 

Bank  Clerks'  Widows'  Fund  i^Bank 
of  England),  ii  16-18. 

Bank  Investments,  in  Government 
stocks,  i.  291-2,  295-304,  35o. 

Mr.  V.  Stuckey  and  Mr.  J. 

Marshall  on  such  investments, 
i.  295-S. 

inveitments  of  the  kind  by 

Scotch  banks,  i.  296. 

commercial  bills  as,  i.  297, 

299. 

Bank  stock.  India  stock,  long 

annuities.  "  Consol  certificates,'"' 
East  India  bonds,  and  corpora- 
tion and  public  company  bonds 
as,  i.  297-9. 

bills  of  exchange  as,  practice 

of  Lancashire,  and  evidence  of 
Mr.  S.  Gurney  on,  i.  299-301. 

how  a  banker  regulates  his 

investments,  i.  301,  302. 

Mr.  Kicardo's  ctmparis^n  of 

Government  stocks  ani  brokers' 
bills  as  bank  investments,  i.  303. 
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Sank  Holidays,  instituted  by  Sir 

John  Lubbock,  i.  262. 
Sank   Notes,    the    "  Goldsmiths' 

notes"  the  first  bank  notes  issued 

in  England,  i.  24. 
— liability  of  banks  for   notes 

forged  or  stolen,  i.  43. 44, 274-6 : 

ii.  162. 
• first  conviction  for  bank-note 

forgery,  case  of  Vaughan,  i.  43. 

Prevention  of  Forgery  Act, 

41  Geo.  III.  c.  57,  i.  50. 

Lord  Stanhope's  Act,  i.  56. 

effects  of  circulation,  i.  129. 

effects  of,  and  checks  against, 

excessive   issue,   i.    143-56;   ii. 

298. 

effect  of  the  circulation  on 

foreign  exchanges,  i.  154-6  ;  do. 
on  prices,  i.  149-56. 

and  the  London  and  Scotch 

banks,  i.  214. 
circulation  of  bills  of  exchange 

in  lieu  of  notes  in  Lancashire 

prior  to  1826,  ii.  163. 
exchanges  of  by  bankers,  i. 

144-5. 
the  note  department  of  a  bank, 

its  book-keeping,  ii.  64-6. 
issue  in  Scotland  under  Act 

of  1845,  ii.  203-4,  216-18. 

circulation   in  Ireland,    Mr. 

Gilbart's   evidence    before    the 
Banks  of  Issue  Committee,  ii. 
277-80  ;  do.,  returns  under  the 
Act  of  1845,  ii.  281-2. 

ank  Rotes  under  £5,  notes  of  less 
than  £1  prohibited,  1775,  i.  44; 
notes  of  less  than  £5  prohibited, 
1777,  ib.;  the  Act  repealed,  and 
country  bankers  issue  £1  notes, 
i.  49,  60  ;  Government  propose 
the  abolition  of  country  notes,  i. 
67  ;  as  issued  by  the  Bank  of 
England,  1797-1821  ;  and  as  they 
might  be  issued,  ii.  181-4,  187  ; 
in  Scotland  and  Ireland,  ii.  181-4, 
187;  report  and  evidence  on  cir- 
culation in  Scotland,  ii.  200-3, 


219-23;  in  Ireland,  evidence 
before  the  Committee  of  1826, 
and  the  Committee's  report,  ii. 
289-98. 

Bank  Notes,  Bank  of  England, 
£5  notes  first  issued,  1794,  i. 
45 ;  forged,  i.  58 ;  Peel's  Act 
regulating  payment  of,  &c.,  i. 
58,  59  ;  first  signed  by  machine 
instead  of  hand,  182"0,  i.  60; 
great  use  of  £1  notes  in  the 
crisis  of  1825,  i.  65  ;  the  Bank's 
privilege  of  issuing,  i.  75  ;  first 
effect  of  issue  of,  i.  103 ;  and 
post  bills  for  remittances,  i.  138  ; 
the  Bank  Act  of  1844  as  a 
means  of  securing  "  the  conver- 
tibility of  the  Bank  of  England 
note,"  i.  334-7  ;  effects  of  their 
issue,  during  the  panic  of  1847 
and  generally,  i.  326-64  ;  issue 
of  since  1844  ;  do.  at  the 
branches  ;  Bankers'  Magazine 
on  the  increased  issue,  ii.  119- 
25  ;  a  legal  tender  except  when 
tendered  by  the  bank  itself,  ii. 
119;  not  a  legal  tender  in  Scot- 
land, ii.  204. 

Bank  Notes,  Country,  ii.  161-92; 
duties  on,  i.  51,  57,  72  ;  returns 
of  required,  i.  106-7;  Irish  and 
Scotch,  ditto,  i.  107  ;  circulation 
of,  compared  with  that  of  Bank 
of  England,  in  the  country 
bankers'  memorial  to  Govern- 
ment, 1833,  i.  107-13;  J.  II. 
Palmer  on  the  same,  i.  1 13  ;  and 
speculation,  i.  147  ;  absence  of, 
and  presence  of  speculation  in 
Liverpool,  i.  147,  148;  and  the 
Bank  Act  of  1844,  i.  344 ;  the 
limitation  of  their  issue,  ii.  161- 
92. 

Bank  Notes.    See  also  Notes,  Bank 
of  England,  Circulation,  Banks 
of  Issue,  $c. 
Bank  Stock  as  bank  investments. 

i.  297. 
Bank  terms,  i.  224-31. 
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Banks,  different  branches  of  busi- 
ness adopted  by  different  banks, 
i.  -244. 

the  union  of,  the  Acts  and, 

ii.  300. 

See  also  Bank,  Banking.  &c. 

For   the  different  kinds  of 

banks  see  Country  Banks,  Private 
Banks,  Loan  Banks,  Joint-Stock 
Banks,  «kc.  &c.     Also  fur  par- 
ticular banks    see   under    their 
names,    as   Bank    of   England, 
London  and  Westminster  Bank, 
&c.  &c. 

Banks  of  7k??/c,  Committee  on, 
IS 40-1.  and  country  banks,  ii. 
166,  175-81. 

Mr.  J.  W.  Gilbart's  evidence 

on,  before  the  House  of  Commons 
Committee,  1841.  ii.  123-39. 

Mr.    Gilbart's  evidence   on 

those  in  Ireland,  ii.  277-80. 

English   and   Scotch,  diffe- 
rences between  them,  ii.  204, 205. 

"  one  Bank  of  Issue,"   Mr. 

Cotton's  view  in  favour  of  this, 
';  the  ultimate  object"  of  the 
Bank  Act  of  1844,  controverted 
from  Mr.  J.  W.  Gilbart'sevidence 
before  the  Committee,  ii.  132-9. 

Mr.  Kennedy  on  the  "  one 

bank  of  issue'"'  theory,  ii.  219. 

Mr.  R.  Murray  on  the  pro- 
position of  one  bank  of  issue  for 
Ireland,  ii.  297. 

"  Banker,  l>\7iat  is  a  1 "  question 
asked  in  Parliament,  1746,  with 
the  answer,  i.  210. 

Banker,  the,  what  he  should  and 
should  not  be  personally,  L 
232-6. 

need  not  be  a  man  of  talent, 

but  should  be  a  man  of  wis- 
dom, i.  232. 

his  selection  of  assistants,  i. 

236,  237. 

intercourse  of  bankers  with 

customers,  i.  234,  238. 

• taking  new  accounts,  i.  244. 


Banker,    how    a    banker    should 

economize  his  time,  i.  237,  238. 
the  books  he  should  keep,  i. 

238,  239. 
how  he  should  judge  of  his 

customers,  i.  239-42. 
the    general     principles     he 

should  adopt,  i.  242, 243. 
the  provision  he  should  make 

for  sudden  demands,  i.  301. 
how  to  deal  with  speculative 

customers,  i.   251,   252.        For 

Banker  see  also  Banking,  &c. 
to   keep  a,  the  expression, 

ii.  50. 
"  Bankers  Clerk,"  the,  quoted,  ii. 

24. 
Banker?    lust  if  vie  and    Bankers' 

Literary  Society,  of  Scotland,  ii. 

17. 
Bankers,   Institute  of,    President 

Sir  John  Lubbock,  ii.  17. 
Bankers'  Magazine,  recommended, 

ii.  37,  38. 
on  bankers'  liability  for  stolen 

notes,  i.  276. 
on  the  increased  issue  of  notes 

by  the  Bank  of  England  since 

1844,  ii.  120-2. 
Bankers'  returns  of  names  of  firms, 

&c.,  annual,   under   the    Bank 

Act  of  1844.  ii.  144,  145. 
Bankers,  London,  i.  103,  104. 
London,  their  deposit  accounts 

with   the  Bank  of  England,   i. 

272, 373. 
a  self-dependence  policy  forced 

upon  them  by  the  Bank  Act  of 

1844,  i.  353-6*4. 
small,  and  large  accounts,  L 

245.  246. 
Stock  Exchange  transactions, 

as  they  concern,  i.  304-7. 
their  liability  for  stolen  notes, 

i.  274-6. 

Banking,  origin  of.  i.  1;   a   mo- 
dern  art,  i.   1  ;    ancient,  i.  2  ; 

Babylonian,  Egyptian,  jewi-h, 

i.  3 ;  in  ancient  Greece,  i.  3-7  ; 
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in  ancient  Rome,  i.  7  ;  private, 
in  disrepute,  as  usury,  with  the 
ancients,  i.  8  ;  revived  by  the 
Jews  in  Lombardy,  i.  9  ;  by  the 
Florentines  in  the  fourteenth 
century,  i.  9 ;  private  and  public, 
i.  10,  211;  in  Spain,  i.  11;  in 
Venice,  i.  10;  in  Genoa,  i,  11 ; 
in  Amsterdam,  i.  12  ;  modern, 
modelled  on  that  of  Amsterdam, 
i.  12  ;  in  England,  rise  of,  i.  13- 
29  ;  borrowing  by  bankers  com- 
menced, 1645,  i.  23;  the  first 
"run"  on  a  bank,  1667,  i.  27, 
28 ;  early  history  of  "  state 
banks,"  and  "chartered  banks," 
ii.  253-5. 

Hanking,  necessity  of,  i.  124. 

the  nature  of,  i.  210-12. 

beneficial  or  other  effects  of, 

i.  184. 

the  business  of,  i.  13,  211. 

• defined  as  a  trade,  i.  127. 

the  operations  of,  i.  127, 128. 
legitimate,  restrictive  of  spe- 


culation, i.  148. 

—  success  in,  the  way  to  obtain 
it  shown  in  Mr.  James  Marshall's 
account  of  the  rise  and  progress 
of  the  Provincial  Bank  of  Ire- 
land, ii.  263-76. 

utility  of,  i.  213-23  ;  the  bank 

a  safe  depository  for  money, 
i.  213  ;  interest  allowed,  i.  214  ; 
advances  by  bankers,  i.  215  ; 
stimulates  production  and  trade, 
i.  215;  transmission  of  money 
by  bankers,  i.  215  ;  supplies  dis- 
tricts with  currency,  i.  216  ;  use 
of  to  tradesmen,  i.  217-22; 
bankers  as  custodians  of  bills,  i. 
217  ;  the  banker  as  a  referee 
ror  respectability,  i.  218,  21S, 
239-42 ;  as  preserving  an  au- 
thentic record  of  a  person's 
annual  expenditure,  i.  220  ;  use 
of,  to  non-business  persons,  i. 
1'20 ;  strong-room  accommoda- 
tion of  a  bank,  for  deeds  and 


other  valuable  property,  i.  221  ; 
the  banker  as  an  adviser  and 
instructor  in  money  matters,  i. 
221  ;  influence  of,  on  the  morals 
of  society,  i.  222. 

Banking,  modern,  and  bills  of  ex- 
change, i.  157. 

Scotch  and  English  systems, 

difference,  i.  114. 

See  also  Bank,  Banker,  &c. 

Banking  documents,  ii.  97-112. 
See  also  Prospectus,  Shares, 
Book-keeping,  &c. 

Banking-houses,  the  term,  ii.  50. 

Banking  Institute,  The,ii.  17. 

Banking  legislation,  recent,  ii.  432- 
60.  See  also  Act,  &c. 

Bankrupt,  origin  of  the  word,  i.  9-. 

Bankruptcy,  Court  of,  deposit  ac- 
count with  the  Bank  of  England, 
i.  371,372. 

Balance,  the,  of  an  account,  the 
term,  ii.  50. 

bankers'  rule  as  to,  i.  256. 

Balances,  periodical,  of  a  bank,  ii. 
73-79  ;  the  daily  balance,  ii.  33, 
73  ;  the  weekly,  ii.  75  ;  the  half- 
yearly,  ii.  "6.  See  also  Book- 
keeping. 

"  Balance-Book,  The,"  of  a  bank, 
i.  238. 

" The  Daily,''  of  a  bank, 

i.  238.  See  also  Book-keeping. 

Balance-sheets,  bad,  i.  430,  431. 

falsified,  the  case  of  the  City 

of  Glasgow  Bank,  ii.  403,  413-22. 

publication  of,  by  Joint-Stock 

banks,  objections  to,  i.  419. 

Barcelona,  banking  in,  commenced 
by  the  drapers,  i.  11. 

Baring  and  Co.  effect  a  loan  of 
<£2,'500,000  from  the  Bank  of 
France  to  the  Bank  of  England, 
in  the  pressure  of  1839,  i.  317. 

Barncd's  Bank,  at  Liverpool, 
failure,  ii.  343. 

Bailey,  Justice,  on  Notaries'  fees, 
i.  172  ;  on  bills  of  exchange, 
quoted,  i.  278,  279-83. 
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Beafonsfield  Government  memoria- 
lized by  the  Scotch  chartered 
banks  on  limited  liabilitv,  ii. 
445-8. 

"  Bearing  "  operations  in  America, 
1857,  and  their  disastrous  con- 
sequences, ii.  336. 

r.  ^f.  ,'•  Philosophy  of  Joint- 
Stock  Banking,"  quoted,  i.  406- 
11. 

Bell,  R.,  "On  the  Regulation  of 
the  Currency."  quoted,  ii.  212. 

"  Letter  to  J.  W.  Gilbart, 

Esq..  on  the  Relative  Merits  of 
the  English  and  Scotch  Banking 
System/'quoted,  ii.  205, 206. 215. 

Bell's  '•  Commentaries  on  the  La%vs 
of  Scotland,''  quoted  on  the 
'•  limited  '"  character  of  the  lia- 
bility of  chartered  banks,  ii.  443, 
444." 

Benefit  Societies  and  saving  banks, 
i.  204. 

Bill,  the  term.  ii.  49. 

a  "past  due."  i.  259. 

Bill-brokers,  bankers'  transactions 
with,  i.  357.  35S. 

and  bill-merchants,  their  ex- 
change operations  in  foreign 
bills,  i.  288-90. 

Bill  department  of  a  bank,  the 
book-keeping:,  ii.  56-61. 

Bi!!t,  bankers  as  custodians  of,  i. 
217  ;  discounted,  the  Bank  of 
England's  investments  in,  i.  373- 
4 ;  discounted,  guarantee  letters 
for,  with  forms,  ii.  Ill,  112; 
forged  or  fictitious,  passed  by 
people  of  credit,  5.  256  ;  drawing 
termed  "  cross-firing,"  i.  255. 

re-discounting,    i.     248-51  ; 

the  practice  at  Manchester  and 
Newcastle-npon-Tyne    a    great 
cause  of   the   failures  there,  i. 
248-51. 

See  also  Bills  of  Exchange, 

Post  Bills,  &c. 
Bills  of  Exchange,  i.  29,  157-84, 

259-90. 


Bills  of  Exchange,  origin  of,  i.  136, 
157,  158. 

nature  of,  i.  157,  158. 

advantages  of  their  use  :  I. 

in  transferring  debts,  i.  161  ; 
II.  in  promoting  prompt  pav- 
ments.  i.  162  ;  III.  for  extending 
business,  i.  1 63  ;  IV.  as  afford- 
ing guarantees,  i.  163;  V.  in 
removing  capital  from  one  trade 
to  another,  i.  164. 

classes  of,  i.  165. 

"  long  dated  "  and  '•'  short 

dated,"  i.  166-8. 

Notaries  public  and  the 

noting  and  protesting  of  bills  of 
exchange,  i.  169-74. 

rate  of  discount,  i.  174-81. 

effect  of  discounts  on  the  cir- 
culation, i.  182. 

':  discounting  "  and  "  selling," 

terms,  i.  158. 

price  of = rate  of  exchange,  i. 

160. 

trafficking  in.  i.  160. 

'•  par  of  exchange,"  term,  i. 

161. 

the  business  of  bankers  with 


them,  i.  259-290. 
—  acceptance,  i.  259,  260. 
indorsement,     special 


and 


general,  i.  261-3. 
—  form  of  a  bill,  i.  261. 

form  of  a  promissory  note,  i. 


262. 


days  of  grace  allowed  to  a 
bill,  i."  262. 
bills   and 


promissory  notes 
payable  and  drawn  on  Sundays 
and  holidays,  i.  262. 

"  cases  of  need "  upon  bills, 


i.  263. 

—  fictitious     indorsements     of 
bills,  i.  263. 

—  inland  and  foreign,!.  263,271. 
drawn  from  Isle  of  Man  and 


Channel  Islands,  i.  263. 
—  accepted    "for  honour  of 
drawer,  &c.,  i.  265. 
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Bills   of   Exchange,    payable     at 

bankers,  i.  265. 

unaccepted,  i.  265,  266,  272. 

for  illegal  consideration,    i. 

265. 
table  of  stamp  duties  on,  and 

Act  33  and  34  Viet.  c.  97,  1870 

on,  i.  267-71. 
the  term,  what  it  includes,  i. 

268. 
accepted,  &c.,  by  women,  i. 

272. 

and  minors,  i.  272. 

in  cases    of  bankruptcy,    i. 

273. 

lost  and  stolen,  i.  273-6. 

alterations  in,  i.  276. 

time    of   presentation    of  i. 

276-8. 
Serjeant  Byles,  on,  quoted,  i. 

274,  278. 
Justice  Bayley,  on,  quoted,  i. 

278,  279-83. 
presentation  of  at  Clearing- 

House,  i.  278- 
after-due  negotiation  of,    i. 

279. 
lodged  with  a  banker,  i.  279, 

281. 
notice    of   dishonour    of,    i. 

279-83;  do.  in  Scotland,  i.  281. 
circulated  as  notes  in  Lan- 
cashire  prior   to   1826,   i.   283, 

284;  ii.  163. 

'  sets  "  of  foreign  bills,  i.  263, 


264,271. 
"  usance  "  of  foreign  bills,  i. 

264. 

Russian,  date  of,  i.  264. 

foreign,     table     giving    the 

foreign    terms    in    English,    i. 

285. 

forms  of,  in  eight  foreign  lan- 
guages, i.  286. 
foreign  exchange  operations 

in  connection  with,  i.  286-90. 
foreign,  negotiation  days  in 

London,  i.  290. 
foreign,    brokers'     charges, 


market  rates,  &c.,  on  exchange, 
i.  290. 

Sills  of  Exchange,  re-discounting, 
i.  157,  173. 

versus  cash  credits,!.  189-91. 

as  bank  investments,  i.  297, 

299  ;  practice  in  Lancashire,  and 
evidence  of  Mr.  S.  Gurney  in 
favour  of,  i.  299-301. 

See  also  Bills,   Government 

bills,  Discounting,  Re-discount 
ing,  &c. 

Bills  of  Lading,  as  security,  i. 
254. 

Bands  and  deeds,  to  guard  against 
forgery  in,  i.  247,  248. 

Bonds  of  public  companies,  &c  ,  as 
bank  investments,  i.  299. 

Book- keeping,  Banking,  i.  429-31 ; 
ii.  42-96;  the  horizontal  system, 
ii.  8.J-9 ;  preliminary  practice 
for  clerks,  ii.  43-8  ;  handwriting, 
J.  W.  Gilbart's  "  Lectures  on 
Ancient  Commerce"  quoted,  ii. 
43,  44  ;  the  customers'  Signa- 
ture-Book, ii.  48 ;  the  customers' 
Pass  or  Cash-Book,  ii.  27,  49  ; 
the  customers' Draft  or  Cheque- 
Book,  ii.  27,  49 ;  terms  in 
bankers'  book-keeping,  ii.  49, 
50 ;  cashier's  Received- Waste- 
Book,  ii.  50,  91  ;  horizontal  do., 
ii.  83-8 ;  do.  Paid- Waste-Book, 
ii.  50,  91  ;  horizontal  do.,  ii.  83- 
8  ;  do.  Money-Book,  ii.  50  ;  do. 
Cash,  Stock,  or  Make-up-Book, 
ii.  52,  53  ;  do.  Day-Book,  ii.  53, 
91,  92,  and  "  marking  off',"  ii. 
54,  75 ;  do.  Current-Account- 
Ledger,  ii.  54,  92,  93,  and  pro- 
gressive plan  of  keeping  it,  ii. 
55 ;  do.  Check-Ledger,  ii.  89, 
90  ;  do.  Deposit-Receipt- Book, 
ii.  56,  and  its  abolition,  ii.  89  ; 
Bill  Department,  Bill  Register, 
ii.  57,  and  its  abolition,  ii.  89  ;  do. 
Discount-Register,  ii.  57 ;  do. 
Bill-Ledger,  ii.  57 ;  do.  Dis- 
count Ledger,  ii.  57,  and  "  en- 
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tering  short."  ii.  59 ;  do.  Bill- 
Journal,  ii.  58  ;  do.  Discount- 
Journal,  ii.  58 ;  do.  the  Lists  or 
Walks- Book,  ii.  59  ;  do.  Unpaid- 
List  or  Take-up- Book,  ii.  59  ; 
Country  Department,  Waste- 
Book,  ii.  61 ;  do.  Bill-Register, 
ii.  61,  62  ;  do.  Bill-Ledger,  ii. 
C1.62;  do.  BUl-JournaCii.  61, 
02  ;  do.  Draft-Book,  ii.  61  ;  do. 
Advice-Book,  ii.  62  ;  do.  Advice- 
Journal,  ii.  62,  63  ;  do.  Country 
Ledger,  ii.  62  ;  do.  Country 
Discount  Register,  ii.  62  ;  do. 
Country  Discount  Ledger,  ii. 
62  ;  do.  Country  Discount  Jour- 
nal, ii.  62  ;  do.  Credit-Book,  ii. 
6-'5 ;  do  Acceptance- Book.  ii.  63  ; 
do.  Stock-Book,  ii.  63  ;  Note  De- 
partment, Xote  Register,  ii.  64  ; 
do.  Register  of  Cancelled  Xotes, 
ii.  65  ;  Branch  Department,  Bill- 
Register,  ii.  65  ;  do.  Notes  Paid- 
Book,  ii.  66 ;  the  General-Ledger, 
ii.  66^73,  75,  92-5  ;  the  General- 
Balance-Book,  ii.  66-8,  75  ;  the 
Weekly-Balance-Sheets,  ii.  66 ; 
the  Statement-Book,  ii.  67, 
78 ;  the  periodical  balances,  ii. 
73-9 ;  daily  balance,  ii.  73 ; 
daily  "  rest/'  ii.  74  :  weekly 
balance,  ii.  75  ;  half-yearly 
balance,  and  do.  book,  ii.  76 ; 
form  of  Profit  aud  Loss  Account 
for  year,  ii.  77. 

Book-keeping,  joint-stock  bank, 
Shareholders'  Register,  ii.  79 ; 
do.  Transfer  Register,  ii.  79 ; 
do.  Proprietors'  Ledger,  ii.  79. 

possible  improvements  in,  ii. 

79-95. 

in  connection  with  the  Clear- 

ing-House,  ii.  320-1. 
bad,  failures  through,  i.  429- 

31. 

See    also    Balance     Sheets, 

Books,  &c. 

Books  a  banker  should  keep,  i. 
238-9.  See  also  Book-keeping. 


Borrowing.  See  Monty  Borrowing. 

Bradford,  joint-stock  bank  at,  the 
second  established  in  England, 
ii.  152. 

Branch  Banks,  i.  121-6. 

their  establishment  an  effect 

of  the  formation  of  joint-stock 
banks,  i.  121. 

comparative  merits  of  such, 

of  private  banks,  and  of  inde- 
pendent joint-stock  banks,  i. 
121-6. 

best  for  small  towns,  i.  126. 

their  remittance  business,  i. 

138. 

in  Scotland,  i.  215  ;  ii.  207-9. 

See  also  Branches,  Bank  of 


England,  &c. 

Branch  Banks  of  the  Bank  of  Eng- 
land, I  68-70,  126. 

a  list  of  them  ;  a  list  of  those 

discontinued;  their  notes,  6cc., 
ii.  119.123-5. 

the  deposit  accounts  of,  i. 

372-3. 

"Branch  Manager,  Letters  to  a." 

See  Bullion,  Thomas. 
Branches,  supervision  of,  i.  429-31. 

their  inspection,  as  pursued 

by  the  Provincial  Bank  of  Ire- 
land, ii.  274. 

Branches  of  Joint-Stock  Banks,  i. 

413. 
advantages  and  disadvantages 

of  the  system  compared  with  that 

of  private  banks,  i.  413-18. 
capital  of  banks  having  many 

branches,  5.  416. 
managers,  &c..  of,  i.  416-17. 

of  Scotch  banks,  i.  417. 

of  Irish  banks,  i.  417. 

county   and    district    banks 

compared  with  branches  of  me- 
tropolitan banks,  L  417-19. 
For  Branches,  sec  also  Branch, 

Branch  Banks  of  the  Bank  of 
England,  &c. 

Brewster,  Sir  Francis,  his  proposi- 
tion of  "  Banks  and  Lumbers  " 
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(i.e.  Lombards),  1695,  i.  196- 
7. 

British  Linen  Company  (Scotch 
bank),  i.  296  ;  ii.  255,  442-5. 

Brokers, Bill,  their  exchange  opera- 
tions in  foreign  bills,  brokerage 
charges,  &c.,  i.  288-90.  See  also 
Stock-brokers,  Bill-brokers,  &c. 

Bullion,  gold  and  silver,  trans- 
actions in  by  the  ancients,  i.  2. 

Committee,  House  of  Com- 
mons, 1810,  report,  i.  52-55;  the 
report  and  the  Bank  of  England 
directors  on  effects  of  notes  in 
circulation  on  foreign  exchanges, 
i.  154-6. 

current  prices  of,  i.  290. 

and  securities  of  the  Bank  of 

England,  statements  of,  i.  76, 
78,  86. 

accounts  of  the  Bank  of  Eng- 
land during  the  pressure  of  1836, 
i.  312. 

Bank  of  England,  the  present 

assay  of,  ii.  126. 

"  Bullion,  Thomas"  his  "  Letters 
to  a  Branch  Manager,"  quoted, 
i.  239. 

Buying  or  selling  stock  "  for 
money  "  and  "  for  time,"  i.  306, 
307. 

Byles,  Serjeant,  on  bankers'  liabili- 
ties for  stolen  notes,  i.  274. 

"  On  Bills  of  Exchange," 

quoted,  i.  274,  278. 

C. 

Caledonian  Bank,  failure,  ii.  406. 
Californian  and  Australian  gold, 

importations  of,  and  the  Bank 

of  England.  1849-55,  i.  391,392. 
Calls  upon  Shares,  i.  402 ;  forms 

for,  ii.  97,  98. 
"  Cambium  Regis"  by  Charles  I. 

See  Charles  2.,  i.  15,  16. 
Campbell.  Lord,  judgment  in  stolen 

bank-note    case,   Spielmann    r. 

Bank  of  England,  i.  275,  276. 


Capital  of  a  oann  of  two  sorts, 
invested  and  borrowed,  i. 
127. 

of  Scotch  and  English  banks 

contrasted,  ii.  205,  206. 

of  joint-stock  banks,  i.  397-9, 

423. 

the  greater  the,  the  less  the 

dividend,  i.  399. 

increasing   a   bank's   capital 

by  calls  and  by  the  issue  of  new 
shares,  i.  400-2. 

of  Colonial  chartered  banks, 

i.  400,  445-8,  456-60. 

of  banks  having  branches,  i. 

416. 

• of  the  Bank  of  England,  i. 

94,  96-8,  369. 

Cash,  the  term,  ii.  49. 

Cash  articles,  the  term,  ii.  49. 

Cash,  or  Pass,  book,  customers',  ii. 
49. 

Cash  credit,  a,  i.  185. 

advantages  of,  i.  185;  evi- 
dence before  the  Parliamentary 
Committee  of  1826  on  the  sys- 
tem as  practised  in  Scotland,  ii. 
224-32. 

Adam    Smith,   "Wealth    of 

Nations,"  quoted  on,  i.  187-8. 

versus  bills  of  exchange,   i. 

189-91. 

the  system  wanted  in  Ireland, 


ii.  298,  299. 

Cash  credit  banks,  i.  185-91. 

Cash  credit  bonds,  with  forms,  ii. 
105,  111. 

Cash  payments,  suspension  of.  See 
Suspension. 

Cashier's  department  of  a  bank,  ii. 
19,  20;  the  cashier's  "risk 
money,"ii.28,29;  his  book-keep- 
ing, ii.  50-6.  See  also  Book- 
keeping. 

"  Case  of  need,"  term,  i.  173,  263. 

Chamberlain,  Dr.  Hugh,  the  real 
projector  of  the  Bank  of  England, 
i.  30. 

Chancery,  Court  of,  deposit  account 


IXDEX. 


473 


with  the  Bank  of  England,  i. 
371-2. 

Channel  Islands,  bills  drawn  from, 
i.  263. 

Charge,  a,  term  at  the  Clearing- 
House,  ii.  320. 

Charitable  Musica?  Society  (Loan 
Bank),  of  Dublin,  1780,  i.  197. 

Charity  or  Loan  Banks  for  the  poor, 
i.  198. 

Sir  F.  Brewster's  proposition 

for  (1695),  i.  196,  197. 

Monte  pietatis,  "Lombard" 

banks,  &c.  i.  195,  196.  See  also 
Loan  Banks. 

Charles  I.  re-establishes  the  office 
of  Royal  Exchanger,  and  pro- 
hibits private  money-changing, 
i.  15,  16. 

his  si  Cambium  Regis,"  i.  15, 

16. 

seizes  ,£200,000  of  the  mer- 
chants' money  lodged  in  the 
Mint  (1640).  i"  24. 

Charles  II.,  his  transactions  with 
the  London  bankers,  and  repu- 
diation of  £1.328,526  due  in 
1672,  i.  28. 

Charter,  Bank  (of  England).  S«>e 
Bank  of  England,  and  Bank 
Act. 

Chartered  Banks,  the  privileges  of, 
ii.  254,  255:  ii.  444,  445. 

of  Scotland,  i.  296,  297.  See 

also  Scotch  Chartered  Banks. 

Colonial.  See  Colonial  Banks. 

Check,  to,  the  term.  ii.  49. 

Cheque,  or  check  ?  the  words,  i. 
2.30/268  ;  ii.  49. 

advantages  of  payment  by, 

i.  220,  221. 

or  draft  book,  customers',  ii.  49. 

Cheqrues,  drawing,  ii.  207. 

form  of.  i.  265,  266. 

altering  figures  on,  i.  248. 

exchanging,  i.  256. 

and  notes  payable  on  de- 
mand, '•'  reasonable  time"  of  pre- 
sentation, i.  277. 


Cheques,  detection  of  forged,  i. 
247. 

mode  for  printing  and  num- 
bering them.  i.  247. 

See  also  Draft. 

Child  and  Co.'s  Bank,  i.  104. 

Child,  Sir  Josiah,  on  the  effects  of 
banking  upon  the  rate  of  interest, 
i.  177. 

his  attack  on  the  Goldsmith 

bankers  in  his ':  New  Discourse 
of  Trade,"  i.  26.  27. 

China,   Enslish    banks   for.      See 

Colonial  Banks. 
"  Christmas  money,"  bank  clerks', 

ii.  13-6. 
Circulation,  the  word.  ii.  130,  303  ; 

';  the  circulation,"  the  term,   i. 

143. 
the,  effects  of  discounts  on,  i. 

m. 

country,   the  principles  of, 

ex  tract  from  Mr.  J.  \Y.  Gilbart's 
evidence  in  reply  to  Sir  R.  Peel 
before  the  Banks  of  Issue  Com- 
mittee, ii.  175-81. 

See  also  Banks  of  Issue,  Cir- 
culation Banks,  Currency,  Notes, 
&c. 

Circulation,  Banti  of,  i.  143-56. 

compared  with  banks  of  de- 
posit, i.  43,  128,  129. 

charges    against    them,    i. 

143. 

their  excessive  issue  of  notes, 

checks  against  this,  i.  143-56. 

charge  of  their   increasing 

speculation,  i.  147-53. 

their  remittance  business,  i. 

138. 

See    also   Banks   of  Issue, 

Circulation,  Notes,  &c. 

City  bonds  as  bank  investments,  i. 

374. 
City  and  County  Bank,  failure,  ii. 

394. 
Clark.  Punchard,  and  Co..  failure. 

ii.  393. 
Clay.  J/r.,  and  the  report  of  the 
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House  of  Commons'  Secret  Com- 
mittee on  the  joint-stock  bank 
speculation  which  led  to  the  pres- 
sure of  1836,  i.  311-13. 
Clerks,  Bank,  ii.  6-41  ;  their  selec- 
tion and  appointment,  ii.  6-11 ; 
their  testimonials,  ii.  9  ;  proper 
distribution  of  their  duties,  ii. 

10,  11  ;  their  salaries,  ii.  11-16; 
liberality  of  S.  Jones  Loyd  to 
his,  ii.  13,  14;   in  Scotland,  ii. 
14  ;  their  "  Christmas  money," 

11.  13-16;  their  bonds  for  honesty 
andfidelity,ii.99-101;  guarantee 
societies  as  sureties;  the  Bank 
of  England   system   by   which 
clerks  subscribe  and  furm  their 
own    surety    fund,    ii.     16-18; 
system  of  promotion  for  clerks, 
ii.  18-21  ;  the  stimulus  of  pro- 
motion, ii.  32  ;  clerks'  duties,  ii. 
27;  keeping  customers'   books, 
ii.  28  ;  Cashiers'  department,  ii. 
19,  20, 28,  29  ;  cashiers' deficien- 
cies, "  risk  money,"  ii.  28,  29  ; 
Accountants'  department,  ii.  19- 
21  ;  Tellers'  department,  ii.  19  ; 
tellers'  "  walks,"  59  ;  the  rules 
of  discipline  of,  ii.  21-9  ;  duties 
of   chief    clerk,    ii.   21,    39-41  ; 
the  corresponding  clerk,  ii.  62  ; 
division  of  labour  among  clerks, 
ii.  79-81  ;    their    dexterity,  ii. 
80 ;  training  of  in  bankers'  book- 
keeping, ii.  43-8.  (See  also  Book- 
keeping.) "The Banker's  Clerk/' 
extract  from,  ii.  24 ;  the  health 
andrecreation  of  clerks,  ii.  24, 25 ; 
medical  officer  for  them,  at  the 
Bank   of  England,  ii.    25,  26  ; 
punctuality,  ii.  23  ;  holidays ;  a 
holiday  a  guarantee  for  honesty, 
ii.  26,  27  ;  gambling  in  stocks, 
prohibition  of,  ii.  29 ;  training 
clerks  for  higher  offices,  ii.  29- 
41  ;     the    daily    balance    good 
training  for  clerks,  ii.  33 ;  train- 
ing for  the  office  of  manager,  ii. 
35-41 ;    chief   clerks    and    the 


office  of  manager,  ii.  39-41 5 
clerks  of  the  Bank  of  England, 
well  treated,  i.  61 ;  their  Lite- 
rary Association  and  Library,  ii. 
38. 

Clerks,  Bank.  See  also  Assistants, 
Manager,  &c. 

Clearing,  or  Exchanges,  system  in 
Ireland,  with  the  rules,  &c. ,  ii. 
304-9. 

Clearing  Banks,  as  agents  to  coun- 
try bankers,  ii.  145,  146. 

Clearing -House,  the  Bankers',  i. 
104;  ii.  310-33. 

advantages  of,  i.  301. 

origin  and  progress,  ii.  31 0-1 6. 

its  exclusion  of  certain  banks, 

ii.  312-6. 

rules,  ii.  317-19. 

operations,  with  forms,  &c., 

ii.  319-33. 

terms  and  books  used,ii.  319- 


table  of  business  done,  1867- 

1880,  ii.  331. 
clearing  in  Scotland,  Ireland, 

&c.,ii.  331-2. 
Edinburgh,  rules,  system  of 

exchanges,  &c.,  ii.  242-9. 

presentation  of  a  bill  of  ex- 


change at,  i.  278. 

Clear  ing -House  and  Clearing.  See 
also  Exchanges. 

Coinage,  early,  of  England,  i.  13- 
17. 

Colonial  chartered  banks,  capital 
of,  i.  400;  ii.  445-8,  456-60; 
permissive  liability  of  some  of 
them,  ii.  445-8,  456-60 ;  pro- 
jected legislation  on  their  char- 
ters, 1881,  ii.  448,  456-60. 

Collie  and  Co.,  failure,  ii.  395-8. 

Commerce,  early,  ready  money  in, 
i.  136. 

Commercial  distress  in  1793,  i.  45  ; 
in  1811,  i.  54,  55.  See  also 
Pressure,  &c. 

Commercial  Bank,  the,  i.  433 ;  ii. 
154. 
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Commercial  Bank  of  Scotland,  i. 

296. 
Commercial  bills  as  bank  invest-   j 

ments,   i.   297,  299.     See  also 

Bills. 
Companies.  See  their  several  kinds 

as  Merchants,  Joint-Stock,  &c., 

Companies'  Acts,  1S62  and  since, 
ii.  456. 

"  Consol  certificates'  as  bank  in- 
vestments, i.  298. 

Consols  as  bank  investments,  i. 
297. 

selling  price  of,  L  306.     See   j 

a]ao  Stocks,  Three-per- Cents.,  &.c.   ; 

Consolidated  Bank,  failure,  ii.  355.    j 

Corn  trade  failures,  the,  which  led   j 
to  the  pressure  of  1847,  i.  333, 
487. 

"  Continuation,"  the,  in  stock- 
dealing,  i.  307. 

Corporation  bonds  as  bank  invest- 
ments, i.  299. 

Cotton,  J/r.,  on  bank-note  circula- 
tion and  the  Bank  Act  of  1;44. 
ii.  132-9. 

Country  Banks, \.  105-13;  riseand 
progress,  i.  105 ;  their  business, 
L  105-13 ;  their  note  circulation, 
and  memorial  of  country  bankers 
to  Earl  Grey  and  Lord  Althorp, 
IS 33,  i.  106-13;  issue  of  £1 
notes,  i.  49,  60;  duties  on  their 
notes,  L  51,  57  ;  the  Bank  Act 
of  1844  restrictive  of  their  cir- 
culation, i.  344,  345  ;  in  1622.  i. 
61 ;  their  agencies,  and  remit- 
tance business,  i.  137 ;  their 
business  at  London  banks,  ii. 
61,  62-4,  145, 146. 

Country  Private  Banks.  See  Pri- 
vate banks. 

Country  Joint-Stock  Banks.  See 
Joint-Stock  Banks. 

Country  Banks.  See  also  Country 
Bankers,  County  Banks.  &c. 

Country  Bankers,  their  view  of  the 
causes  of  the  panic  of  1825,  i. 


70;  their  agitation  against  the 
inequality  of  duties  on  notes  re- 
suits  in  an  Act  for  their  relief,  i. 
~'l ;  their  complaint  against  the 
Bank  of  England  branch  banks, 
i.  79,  80. 

County  and  district  banks,  com- 
pared with  Metropolitan  banks 
having  branches,  i.  417-19. 

Credit,  abuse  of,  as  a  cause  of 
panics,  ii.  356-61. 

fictitious,  the  system  traced 

in  the  panics  of  1857,  &c.,  ii. 
356-78. 

Credit,  Cash.     See  Cash  Credit. 

Credit,  Letters  of.  altering  figures 
on,  L  248. 

Crisis,  the,  of  1S75,  ii.  379-98; 
Franco-German  war  and  pay- 
ment of  the  indemnity,  effects  in 
France,  Germany,  and  En  gland, 
ii.  381-7 ;  American  Railway 
enterprise  and  panic  of  IS 73-4, 
ii.  387-92 ;  South  American 
failures,  ii.  392-3 ;  Iron-trade 
failures,  ii.  393-8;  failure  of 
Collie  and  Co.,  ii.  395-8. 

Cmt.the.of  1S7S.H.398-431 ;  City 
of  Glasgow  Bank  failure  and  pro- 
secution, ii.  399-427  ;  Western 
Bonk  of  England  failure,  Heugh, 
Balfour,  and  Co.,  failure,  &c., 

~  ii.  427-31. 

See  also  Panto,  and  Pressure. 

Cromwell  re-admits  the  Jews  to 
England,  i.  20. 

"  Cross-jiriiw,"=  one  drawing  bills 
upon  another  who  is  drawing 
upon  him,  i.  255. 

Currency  Act  of  1826,  its  provi- 
sions, ii.  260-1. 

theory  of  the  Bank  Act  of 

1S44,  i.  326-64. 

laws  and  the  Bank  of  Eng- 
land, summary   of  Mr.  J.  W. 
Gilbart's    evidence    before    the 
Banks  of  Issue  Committee,  ii. 
128-32. 

laws  and  the  country  banks, 
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Mr.  J.  W.  Gilbart's  evidence,  ii. 
173-5. 

Currency,  in  Scotland,  the  laws  of 
the,  ii.  216-23. 

laws  of  the,  in  Ireland,  ii. 

277-89. 

"  Currency  and  Banking"  Mr.  J. 

W.  Gilbart's,  quoted,  i.  327. 
"  Currency,  On  the  Regulation  of 

the,"  by  R.  Bell,  quoted,  ii.  212. 

D. 

Days  of  grace,.     See  Grace. 

"  Dead  loans,"  i.  194,249-55. 

"  Dead  securities"  i.  374,  424-6  ; 
ii.  422-7. 

"  Dead  weight"  the,  Bank  of  Eng- 
land loan  to  the  Government,  i. 
62,  374. 

Deeds,  as  security,  i.  253. 

forms    on    lodgment   as   se- 
curity, ii.  102-4. 

and  bonds,  to  guard  against 

forgery  in,  i.  247-8. 

Deliver  and  Delivery,  terms  at  the 
Clearing-House,  ii.  320. 

Dcnnistoim  and  Co.,  failure,  ii. 
338. 

Deposit,  Banks  of,  i.  127-35. 

their  operations,  compared 

with  those  of  banks  of  circula- 
tion, i.  128-9,  142-3. 

the  system  of  deposit  might 

supersede   metallic  currency,  i. 
134. 

private    banks    as    deposit 

banks,  i.  131. 

Scotch  banks  as,  i.  131,  204  ; 

ii.  232-42. 

the  Bank  of  England,  its  de- 


posit accounts,  public  and  pri- 
vate, i.  134,  371-3. 

Deposit  Banks.  See  also  Savings 
Banks. 

Directors,  the  duties  of,  ii.  420. 

the  responsibility  of,  ii.  421. 

the  compulsory  retirement 

of,  ii.  301. 


Directors,  incompetent,  i.  435-8. 
their  salaries,  i.  441-3. 

boards  of,  &c.,  age  of  mem- 
bers, Taylor  on,  i.  406. 

and  managers  of  joint-stock 

banks,    qualities     they    should 
possess,  and  how  they   should 
work  together,  i.  403-12,  423. 

their  appointment  and  plan 

of  work,  in  the  case  of  the  Pro- 
vincial Bank  of  Ireland,  ii.  269- 
74. 

-  and  governors  of  the  Bank  of 


England,  mode  of  election,  quali- 
fications, &c.,  i.  92-4. 

of  banks  that  have  failed,  i. 

423. 

Discount,  the  term,  ii.  49. 

effect  of,  on  the  circulation,  i. 

182. 

banks  of,  157-84. 

rate  of,  i.  174-82,  98-102. 


Discounting,  i.  246-9,  258. 

by  the  Bank  of  England,  i. 

45,  378-81  ;  rate  reduced  under 
Act  of  1844  ;  minimum  rate  in- 
troduced, 1845;  the  "Bank  rate" 
and  the  "  market  rate"  of  inte- 
rest, i.  378-81.  See  also  Re-dis- 
counting. 

Dividend,  declaration  of,  by  joint- 
stock  banks,  i.  422. 

declaration  of,  the  plan  of  the 

Provincial  Bank  of  Ireland,  ii. 
275. 

'•'  the  greater  the  capital  the 


less  the  dividend,"  i.  399. 

Dividends,  Bank  of  England  pay- 
ment of,  additional  facilities  for, 
ii.  126. 

and  bonuses  paid  by  the  Bank 

of  England,  i.  94-6. 

large,  competition  in  danger- 
ous, i.  439. 

Dobbin,  L.,  evidence  on  small  notes 
in  Ireland,  ii.  293. 

Dock  warrants,  as  security,  i.  254. 

Documents,  banking.  See  Banking 
documents. 
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Dollars  issued  by  the  Bank  of  Eng- 
land, 1803,  i.  56. 

Douglas.  H.  A. ,  evidence  on  small 
notes  in  Ireland,  ii.  295. 

Draft,  i.  268  ;  the  word,  i.  230 ;  ii. 
49 ;  draft  or  cheque,  book,  cus- 
tomers', ii.  49.  See  also  Cheque, 
Government  Drafts,  &c. 

Drawer,  the  term,  i.  261. 

Drawing  bills.  See  Bills  and  Bi'ls 
o  f  Exchange. 

Dublin  Stock  Exchange,  the,  ii. 
303. 

Duncan.  3/r.,  Scotch  savings' banks 
at  Euthwell  and  other  places 
promoted  by  him,  i.  199,  200, 
204. 

E. 

Edinburgh,  Mr.  Forbes's  savings' 
bank  there,  i.  200-2. 

Egypt,  ancient,  banking  in,  i.  3. 

"  Entering  short,"  in  bank  book- 
keeping, ii.  59. 

Esdaile  and  Co.,  failure,  L  314, 
315. 

European  Bank,  failure,  ii.  355. 

Exchange,  bills  of.  See  Bills  of 
Exchange. 

of  foreign  bills,  rates,  &c.,  i. 

2S6-90. 

"  Exchange,  Course  of  the,"  Weten- 
hall's,  i.  290. 

"  Exchange, par  of,''  i.  290. 

Exchange,  rate  of.  See  Sate  of 
Exchange. 

Exchanges,  country  bank.  ii.  1S7- 
92. 

the  Scotch  system  of,  rules  of 

the  clearing,  &c.,  ii.  242-9. 

See  also  Clearing  and  Clear- 

ing-House. 

Exchanger  Royal,  office  of  (and 
Royal  Exchange),  established  by 
Edward  III.,  i.  13;  re-estabiished 
by  Charles  I.,  i.  14;  the  office 
lapses  after  the  reign  of  Charles 
I.,  i.  17.  See  also  Old  'Change. 


Exchanging  cheques,  i.  256. 

Exchequer,  origin  of  the  word.  i. 
230. 

deposit  account  with  the  Bank 

of  England,  i.  371-2. 

Exchequer  Hills  as  bank  invest- 
ments, i.  297,  298,  374. 

Exeter  branch  of  the  Bank  of  Eng- 
land, its  closing,  ii.  125. 

Exptnses  of  a  bank,  i.  212. 


F. 

Failure,  signs  of,  in  a  bank's  cus- 
tomer, i.  255,  256. 

|    Failures,  bank,  through  <:  nursing 
an  account/'  i.  257. 

through  having  no    reserve 

fund,  i.  433. 

of  joint-stock  banks,  an  in- 
quiry into  their  causes,  i.  422-- 
443. 
'   of  Scotch  banks,  ii.  214. 

See    also    Pressure,    Panic, 

Crisis,  Sic. 

Flanders,  Countess  of,  interest  paid 
by  her  to  the  Jews  (13th  cen- 
tury), i.  22. 

i   Florence,  banking  in,  in  the  14th 
century,  i.  9. 

Forbes,  Sir.,  his  savings'  banks  in 
Edinburgh,  &c.,  i.  200-2. 

Foreign  and  Colonial  Review,  its 
articles  on  the  Currency  Laws, 
quoted,  ii.  128-32,  173-5*. 

Foreign  Bills  of  Exchange.     See 

Bills  of  Exchange- 
Foreign  Exchanges,  effects  of  notes 
in  circulation  on,  i.  154-56. 

Foreign  Loans  in  England  about 
1823-5,  a  list,  with  names  of 
contractors,  prices,  &c.,  i.  64. 

Forgery,  of  bank  notes,  first  con- 
viction for,  i.  43. 

detection  of.  i.  247,  248.  See 

also  Bank  .' 

Forms,  Banking.  See  Banking 
Documents. 
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Fotkerffill,  Hankcy,  and  Co.,  fail- 
ure, ii.  394,  428. 

"  Four-per-Cents.,    Old,"    become 

"  Three-and-a-half  per  Cents.  Re- 
duced,"  1824,  i.  62. 

France,  the  Franco-German  war 
and  payment  of  the  indemnity, 
monetary  effects  in  France,  Ger- 
many, and  England,  ii.  381-87. 

Bank  of,  loan  by,  to  the  Bank 

of  England  in  the  pressure  of 
1839,  i.  317. 

"  Funds,  the"  i.  304. 

public,  in  the  Bank  of  Eng- 
land, i.  92.  See  also  Stocks,  &c. 

G. 

Gambling  in  currency,  remedy  of 
the  Bank  of  Amsterdam  for  it, 
i.  12. 

in  stocks,  prohibition  of  to 

bank  clerks,  ii.  29. 

Genoa,  Bank  of,  called  the  Cham- 
ber of  St.  George,  1407,  i.  11  ; 
ii.  254. 

Germany,  the  Franco-German  war 
and  payment  of  the  indemnity, 
effects  of  in  France,  Germany, 
and  England,  ii.  381-7. 

Gilbart,  Mr.  J.  W.,  and  the  ma- 
nagement of  the  London  and 
Westminster  Bank,  i.  xi-xvn  ; 
ii.  151,  153;  Mr.  H.  D.  Mac- 
leod  on  the  "  enormous  diffi- 
culties "  of  establishing  the  first 
joint-stock  bank  in  London,  ii. 
151,  153. 

how  far  he  in  his  evidence 

and  works  speaks  for  the  joint- 
stock  banks,  ii.  180-1. 

his  evidence  before  the  Banks 

of  Issue  Committee  on  the  circu- 
lation of  notes  in  Ireland,  ii. 
277-80. 

his    evidence     against    the 

"  One  Bank  of  Issue "  idea,  ii. 
132-9. 

his  "  Westminster  Review  " 


article  condemnatory  of  the  plan 
of  the  Bank  Act  of  1 8  44,  quoted, 
i.  327. 

Gilbart,  Mr.  J.  W.,  his  "  Foreign 
and  Colonial  Review  "  article  on 
the  currency  laws,  quoted,  ii. 
128-32;  173-5. 

abstract  of  his  paper  before 

the  British  Association,  on  the 
"  Laws  of  the  Currency  in  Ire- 
land since  1845,"  ii.  281-9. 

verification   of   his  estimate 


of  the  effects  of  the  Bank  Act 
on  the  rate  of  interest,  ii.  334. 

Gilbart,  Mr.  J.  W.,  his  "  Currency 
and  Banking,"  quoted,  i.  327. 

his  "  History  and  Principles 

of  Ancient  Commerce,"  quoted, 
i.  235;  ii.  35,  36. 

memoir,  i.  ix-xv. 

his  works,  i.  x-xvii. 

his  connection  with  the  Pro- 
vincial Bank  of  Ireland,  i.  x, 

XIV. 

Gladstone,  J.,  M.P.,  evidence  on 
the  circulation  of  bills  as  notes 
in  Lancashire  prior  to  1826,  i. 
283,284. 

Gladstone  Government,  1880,  me- 
morialized by  the  Scotch  char- 
tered banks  on  limited  liability 
and  the  note  issue,  ii.  448-55. 

its  dictum  that  the  right  of 

issuing  notes  appertains  to  and 
should  be  controlled  by  the  State, 
ii.  448-55. 

Glasgow,  City  of,  Bank,  failure, 
1878,  i.  257;  ii.  214,  399-427, 
444,  445. 

disclosures,  ii.  402  ;  trial  and 

conviction  of  the  directors,  ii. 
410;  the  liquidation,  ii.  405; 
causes  of  the  failure,  ii.  422  ; 
effects  of  the  failure,  ii.  432. 

Gloucester  Banking  Co.,  ii.  125. 

Gloucester  Branch  Bank  of  Eng- 
land, established  1826,  i.  68-70  ; 
its  closing,  ii.  125. 

Glyn,  Mr.  G.  Carr,\i\s  evidence  on 
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London  private  banks,  1832,  ii. 
146,  147. 

Gold  coinage  in  England,  earlv,  i. 
13. 

Bank    of    England    price ; 

price  for  light  gold  coin,  &c.,  ii. 
126. 

exchange  price  of,  in  Eng- 
land, i.  290. 

importations  from  California 

and  Australia,  and  the  Bank  of 
England,  1849-55,  i.  391,  392. 

and  bank  notes,  Lord  Stan- 
hope's Act  on,  1811,  i.  55-7. 

See  also  Bullion,  &c. 

Goldsmiths,  the  London,  as  money- 
changers,  i.  15-17  ;  as  bankers, 
i.  2;i-9;  210;  their  notes,  i. 
24. 

account  of  them  from  a  1676 

pamphlet.  '•  The  mystery  of  the 
new  fashioned  Goldsmiths  or 
Bankers  discovered,""  i.  25,  26. 

Sir  Josiah  Child  attacks  them 

in  his  "  New  Discourse  of 
Trade,"  i.  26.  27. 

their  banks  after  the  esta- 
blishment of  the  Bank  of  Eng- 
land, i.  103. 

'•'  Good  account,  a,"  at  a  bank,  the 
term,  i.  130. 

Goschen,  JVr.,his  proposed  legis- 
lation against  Irish  and  Scotch 
banks,  ii.  435,  436. 

Government,  the.  the  Bank  of  Eng- 
land's advances  to,  i.  375,  376. 

deposit    account    with    the 

Bank  of  England,  i.  371,  372. 

loans.     See  Merchants  Com- 

part'.es,  Goldsmiths,  Charles  I. 
an  I II.,  and  Bank  of  England. 

relations  with   the  Bank  of 

_land   since    1844,    ii.    119- 

87. 
the  Gladstone,  1880,  on  the 

State  right   as  to  the  issue  of 

notes,  ii.  448-55. 
Government   drafts,    orders,    and 

bills,  i.  268. 


Government  stocks,  Bank  of  Eng- 
land first  advances  on,  1822,  i. 
62. 

as  bank  investments,  i.  291- 

300;  374. 

See  also  Stocks,  "  Three -per- 


Cents".  &c.  &c. 
i    Govern  went  L'nfun  ded  Debt,  i  i .  125, 

126. 
:    cr^  -ice,  diys  of,  allowed  to  bills  of 

exchange,  i.  262. 
Greece,  ancient,  banking  in,  i.  3- 

e. 

Guarantee  Fund  of  a  bank,  i.  369  ; 
of  joint-stock  banks,  i.  422. 

Guarantee  Societies  as  sureties  for 
bank  clerks,  &e.,  ii.  16  18;  99- 
101. 

Guinness,  A.,  evidence  on  small 
notes  in  Ireland,  ii.  294. 

Gurney,  J/r.  S..  on  bills  of  ex- 
change as  bank  investments,  i. 
300,  301. 

H. 

Habits  of  business,  Mr.  J.  W.  Gil- 
bart's  ';  Lectures  on  Ancient 
Commerce."  quoted,  ii.  35,  36. 

Handwriting,  for  bank  clerks,  ii. 
43,  44. 

Henry  VIII.,  debasement  of  coin 
in  his  reign,  i.  16. 

Heugh,  Balfour,  and  Co.,  failure,  ii. 
427. 

Hibernian  Bank,  the,  or  Hibernian 
Joint-Stock  Loan  Companv.  i. 
193. 

Hoares.  M'fsrs.,  Bank,  i.  104. 

Hodgson,  3/r.  Kirkman,  his  evi- 
dence on  the  failure  of  the 
Northumberland  and  Durham 
Bank,  ii.  371-5. 

Holidays  at  banks;  a  holiday  :i 
guarantee  for  a  clerk's  honesty, 
ii.  27.  See  also  Bank  holidays. 

and  Sundays,  bills  and  pro- 
missory notes  payab!e  and 
drawn  on,  i.  262. 
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Holland,  early  banking  in,  i.  12. 
"  Honour,  for  the,"  bills  so  accepted 

i.  265. 
Houston,  J.  H.,  evidence  on  small 

notes  in  Ireland,  ii.  295. 
Hunt,  H.   H.,  evidence  on  small 

notes  in  Ireland,  ii.  297. 

I. 

"  Illegal  consideration,"  bills  for,  i. 

266. 
Indecision,  to  be  avoided  by  the 

banker,  i.  233. 
Indian  Debt,  ii.  125,  126. 
India,    English    banks    for.     See 

Colonial  Banks. 

India,  East,  Bonds,  i.  298  ;  374. 
India,  East,  Co.,  deposit  account 

with  the  Bank  of  England,  i. 

372-3. 
India  Stock  as  bank  investments,  i. 

297,  298. 

Indorsation,   Scotch    for    indorse- 
ment, i.  229. 
Indorse,  or  endorse  1  the  words,  i. 

228. 
Indorsement  «f  Sills,   i.   258-63  ; 

do.,  special  and  general,  i.  260- 

3;   do.,  fictitious,  i.  263.     See 

also  Bills. 
"  Information    Book,''    the,     and 

"  information"  cards,  of  a  bank, 

i.  239. 
"  Inspection  Book,"  the,  of  a  bank, 

i.  239. 
Interest,  rates  of,  in  ancient  Greece, 

i.  5. 
high  legal  rate  in  the  middle 

ages,  i.  18-22. 

and  usury,  views  on,  in  the 

middle    ages,    i.    174;    Mosaic 
laws    concerning    the    same,   i. 
175. 

the  exorbitant  rates  of  the 

Jews  and  Lombards  due  to  the 
prohibition  of  usury,  i.  23. 

taking  of,  made  legal  in  Eng- 
land, 1546,  i.  23. 


Interest  the  legal  rate,  i.  176. 

the  legal  rate  reduced  through 

the  first  issue  of  Bank  of  Eng- 
land notes,  i.  103. 

effects  of  banking  on  the  rate 

of,  Sir  Josiah  Child's  view,   i. 
177. 

Parliamentary  Committee  on 


the  rate  of,  i.  181,  182. 

low  rate  of,  a  cause  of  pres- 
sure, i.  309. 

low  rate  of,  prior  to  the  pres- 
sure of  1847,  i.  338-42. 

rate  of,  given  by  bankers,  i. 

354 ;    by   London    and    Scotch 
banks,  i.  214  ;  323. 

rates  of,  at  the  Bank  of  Eng- 


land, i.  323. 
—  the  "  market  rate "  of,  and 
the  Bank   of  England,   i.    378, 
379. 

rate  of,  Mr.  J.  W.  Gilbart'a 


estimate  of  the  effects  of  the 
Bank  Act  upon  it  verified,  ii. 
334. 

See    also     Usury,     Money- 
lending,  &c. 

"  Interpreter,  The"  table  of  foreign 

bill  terms  from,  i.  285. 
Investments,  Bank.     See  Bank. 

of  the  Bank  of  England,  i. 

373,  374. 

Ireland,  Bank  of,  ii.  122,  442-5. 

its  establishment  under    21 

&    22  Geo.   III.    cap.    16,    and 
history  under  subsequent  Acts, 
1782-1845,  ii.  250-61. 

and     its     branches,     table 


of    the  circulation,    1834-9,   ii. 
279. 

and  the  Royal  Bank  of  Scot- 
land, &c.,  their  deposit  accounts 
with  the  Bank  of  England,  i. 
372,  373. 

See  also  under  Irish  Banks 


and  Banking  in  Ireland. 
Ireland,   Provincial   Bank  of,  ii. 

186,  259  ;  i.  x,  xiv. 
its  rise,  progress,   manage- 
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ment,  and  success,  as  told  in  the 
evidence  before  Parliament  of  its 
secretary.  Mr.  Jas.  Marshall,  ii. 
262-76. 

Inland,  Provincial  Bank  of,  its 
constitution,  ii.  264-6. 

its  officers,  how  selected,  ii. 

267,  268. 

its    directors,   how  chosen, 

and  their  mode  of  business,  ii. 
269-74. 

the  inspection  of  its  branches, 

ii.  274. 

its  declarations  of  dividend, 

ii.  273. 

cause  of  its  success,  ii.  276. 

Irish  Banks,  and  Banking  in  Ire- 
land, ii.  250-309. 

charity  banks,  i.  197. 

banks   having   branches,    i. 

417. 

returns  of  notes  and  coin  re- 
quired by  statute,  i.  107. 

Act  of  1845,  its  provisions, 

ii.  250-3 ;    its   effects,   ii.    298- 
304. 

attempted  legislation  of  Mr. 

Goschen  and  others  against  the 
Irish  and  Scotch  banks,  ii.  435, 
436. 

the  currency  laws.  ii.  277-89. 

the  issue  of  notes,  ii.  186-7. 

limitation  of  issue,  ii.  298. 

small  notes,  ii.    181-4;  289- 

98  ;  evidence  and  report  of  com- 
mittee of  1826  on  their  circula- 
tion, ii.  289-98. 
•  the  cash  credit  system  wanted 


in  Ireland,  ii.  298,  299. 

the  Joint-Stock  Bank  Acts, 

ii.  301. 

the   Bank  of  Ireland,    the 

joint-stock,  and   private  banks, 
table  of  circulation,  1834-9,  ii. 
279. 

the  union  of  banks,  ii.  300. 

retirement   of  directors,  ii. 

301,  302. 

transfer 


of   stock    between 


England  and    Ireland,  ii.  302, 

303. 

Irish  Banks,  and  Banking  in  Ire- 
land, the  system  of  exchanges, 

or  clearing,  with  the  rules,  &c., 

ii.  304-9. 
the  effects  of  the  panic  of  '57, 

ii.  363. 
See   also   Ireland,  Bank  of, 

Provincial  Bank  of,  Joint-stock 

banks  of,  &c. 
Iron  trade  failures  of  1875,  ii.  393- 

95. 
Isle  of  J/a/z,  bills  drawn  from,  i. 

263. 

Isle  of  J/<7»  Bank,  failure,  i.  423. 
Isle  of  Wight  Joint-Stock   Bank, 

failure,  i.  424. 
Issue,   Banks  of.     See  Banks  of 

Issue,  Sec. 
Italy,  banking  in.    See  Lombardy, 

Florence,  Venice,  &c. 

J. 

Jay  Cooke  and  Co.,  failure,  in 
America,  ii.  390. 

Jews,  banking  in  their  nation,  i.  2, 
3. 

of  Lombardy,  revive  banking 

in  Italy,  i.  9  ;  as  money-lenders 
in  the  middle  ages,  i.  19-23; 
their  expulsion  from  and  re- 
admission  into  England,  i.  20  ; 
inventors  of  bills  of  exchange, 
i.  157-8. 

Jobbers,  stock,  and  stock-brokers, 
the  difference  between,  i.  305. 

Joint-Stock  Bank,  The,  ii.  442. 

Joint-Stock  Banks  (History],  the 
earliest  suggestion  of,  by  Xeno- 
phon,  i.  6  ;  historv  from  1S22,  i. 
114,436;  ii.  151-60. 

struggles  against  the  Bank  of 

England  monopoly  prior  to 
1844,  ii.  151. 

first  joint-stock  bank  esta- 
blished at  Lancaster  under  the 
Act  of  1826,  ii.  152. 


II 


I   I 
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Joint- Stock  Banks  (History],  Mr. 
Joplin's  discovery  that  the  Bank 
Charter  was  not  prohibitive  of 
joint-stock  banks  in  London 
leads  to  the  establishment  of 
the  first  London  joint-stock 
bank,  the  London  and  West- 
minster, ii.  153. 

"enormous    difficulties"    in 

the  establishment  of  the  London 
and  Westminster  Bank,  ii.  151- 
3. 

the    various    disabilities   of 


joint-stock  banks  prior  to  1858, 
and  their  gradual  removal,  ii. 
154-60. 

over-speculation  in  joint-stock 

banks  leads  to  the  Parliamentary 
inquiries  of  1836-1837,  and 
1840-1841,  i.  311-13;  ii.  156, 
157. 

Sir   R.    Peel's    Joint-Stock 

Banking  Act,  1844  ;  its  failure, 
and  repeal  in  1857,  ii.  157. 

the  Joint-Stock  Banking  Act, 

1857,  its  principal  provisions, 
ii.  157. 

the  Act  of  1858,  applying 

limited  liability,  ii.  159,  16U. 

Joint-Stock  Banks  (Principles  and 
Practice),  i.  114-20. 

administration    of,    i.    397- 

443;  ii.  263-76. 

advantages  of,  over  private 

banks,  i.   397  ;    in   security,   i. 
115;  as  regards  "  runs,"  i.  116- 
13 ;  in  their  management,  i.  118, 
119.     See    also    Branch    banks 
compared  with  private  banks,  i. 
121-6. 

starting,  how  to  proceed,  ii. 


97,  98. 

their   constitution, 


397- 


•12:2. 


capital  and  liabilities  of,  pro- 
portion, i.  397-9  ;  416  ;  423- 

increasing  capital,  i.  400. 

calls,  i.  402. 

issue  of  new  shares,  i.  402. 


Joint-Stock  Banks  (Principles  and 
Practice),  their  directors  and 
managers,  qualities  desiderated 
in  them,  and  how  they  should 
•work  together,  i.  403-12,  423. 

branches  of,  and  their  super- 
vision, i.  413,  429,  431-2. 

their  half-yearly  balance- 
sheets,  objections  to  them,  i. 
419. 

distributions  of  profits,  divi- 


dends, guarantee  fund,  surplus 
fund,  i.  421,  422. 

failures  of,  an  inquiry  into 

their  causes,  i.  422-443. —  I. 
Taking  unsound  business  of 
other  banks,  i.  423  ;  II.  Advanc- 
ing on  dead  security,  i.  424-6 ; 
III.  Lending  to  men  engaged  in 

»  speculations,  i.  427,  428;  IV. 
Bad  book-keeping  and  supervi- 
sion of  branches,  i.  429-31  ; 
failures  through  re-discounting 
bills,  i.  248-51  ;  Isle  of  Man 
J.-S.  Bank,  failure,  i.  423 ; 
Northern  and  Central  J.-S.  B., 
failure,  i.  424,  432;  Isle  of 
Wight  J.-S.  B.,  failure,  i.  424; 
Newcastle  failures,  i.  424,  425, 
427 ;  Manchester  failures,  i. 
424,  425  ;  Leeds  failures,  i.  424, 
425  ;  failure  of  the  Agricultural 
and  Commercial  Bank  of  Ire- 
land, i.  429. 

G.  M.  Bell's  Philosophy  of 

Joint-Stock  Banking  quoted,  i. 
406-11. 

and  speculation,  i.  423. 

special  books  kept  by  them, 

ii.  79  (see  also  Book-keep- 
ing)- 

management  of,   instance  of 

the  Provincial  Bank  of  Ireland 
as  an  example,  ii.  263-76. 

note  issue  of,  and  the  Act  of 


1844,  ii.  172,  173. 
—  how  far  Mr.  J.  W.  Gilbart  in 
his  evidence  and  works  speaks 
for  them,  ii.  180,  181. 
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Joint -Stock  Banks  (Principles  and 
Practice),  amalgamations  of.  in 
England  and  Scotland,  ii.  204. 

Scotch,  i.  114,  435  ;  ii.  199- 

249.  i 

country,  ii.  193-198.  (Fortheir 

circulation  see  also  the  section 
on  Country  Private  Banks,  ii. 
161-92). 

country,  the  Act  of  1826 

under  which  they  were  first  es- 
tablished, ii.  193. 

Report  of  the  House  of  Com- 
mons Committee  of  1836  on  the 
banks  then  established  under  the 
Act,  ii.  193-98. 

and  private  banks  in  Ireland, 

table  of  the  circulation  of,  1S34- 
39,  ii.  279. 

the  Acts  for  England,  Scot- 
land, and  Ireland,  h.  300-2. 

Joint-Stock  Banks,  The  Association 
of.  i.  xiii. 

Joint-Stock  Companies,  a  list  of 
the  great  number  started  in  1 5  2  4- 
5.  with  the  capital  subscribed, 
&ic.,  i.  62,  63  ;  the  failures  that 
ensued  and  brought  about  the 
panic  of  1825;  j.  H.  Palmer, 
Governor  of  the  Bank  of  Eng- 
land, on  "The  Panic"  and  its 
causes,  i.  65. 

Joint-Stock  Discount  Co.,  failure, 
ii.  343. 

Joplin,  Mr.  Ttiot.,  ii.  26.4;  his 
discovery  that  the  Bank  Charter 
didnot  prohibit  joint-stock  banks 
in  London  learls  to  the  establish- 
ment of  the  first  London  joint- 
stock  bank  ii.  152,  153. 


K. 

Kennedy,  Mr.,  on  the  "  one  bank  of 
issue  "  theory  and  the  Banking 
system  of  Scotland,  ii.  219. 

King,  Lord,  his  circular  to  his 
tenants,  which  led  to  the  passing 


of  Stanhope's  Act  (which  see), 
i.  56. 

' Kites"  or  accommodation  bills, i. 
165. 


Lading,  Bills  of,  as  security,  i. 
:i54*. 

Lancashire  banks,  their  invest- 
ments in  bills  of  exchange,  i. 
299. 

bills  circulated  as  notes  there 

prior  to  1826,  i.  233.  284  ;    ii. 
163. 

Lancaster,  joint- stock  bank  at,  the 
tirst  in  England,  ii.  152. 

Land  deemed  the  best  security  for 
money  by  Europeans ;  profits  of 
trade  deemed  the  best  security 
by  the  ancient  Greeks,  i.  7. 

Lfeds  failures,  i.  424.  425. 

Legislation,  banking.     See   . 
Act,  Joint- Stock  Act,  &c. 

recent,  ii.  432-60. 

Letter  of  Credit,  term,  i.  26S. 

altering  figures  on.  i.  248. 

Laley.  Alexander,  and  Co.,  failure 
of.'i.  427. 

Liability,  permissive,  of  some  of  the 
colonial  banks,  ii.  445,  448,456- 
60. 

Liability  Acts.     See  Limi'ed. 

Libraries  of  banking  books  recom- 
mended for  bank  clerks,  ii.  37, 
38. 

Library  and  Li'erarif  Association 
of  the  clerks  of  the  Bank  of  Eng- 
land, ii.  33. 

•jli'-i>:s  as  securuy.  i.  255  : 
surrender  ralue  of,  i.  255. 

Light  and  ventilation  of  bank  pre- 
mises, ii.  2-4. 

Limited  Liability,  effect  of  the 
Acts.  i.  118;  ii.  342;  the  prin- 
ciple of,  ii.  158,  432-56  ;  the  Act 
of  1855,  applying  it  to  all  com- 
panies except  banks;  the  Act  of 
185$,  applying  it  to  banks,  ii. 
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159,  160,  432-56;  the  flux  of 
companies  on  the  passing  of  the 
Act  causes  the  panic  of  1866,  ii. 
342  ;  and  the  note  issue,  ii.  435- 
56  ;  the  Bank  of  England  and 
other  chartered  banks  are  of 
"  limited  "  liability  through  their 
charters,  ii.  442-5  5  shareholders 
and,  432,  433  ;  correspondence 
on,  by  the  Scotch  banks  and  the 
Treasury,  ii.  445-56. 

Limited  Liability.  See  also  Reserve 
Liability. 

Liverpool,  circulation  there  of  bills 
of  exchange  in  lieu  of  notes,  ii. 
163 ;  short  loans  at,  i.  250 ; 
speculation  in,  i.  147,  148  ;  and 
Manchester,  the  joint-stock 
speculation  there  which  led  to 
the  panic  of  1836,  i.  31 1-13  ;  the 
district  banks  of  those  cities,  ii. 
441. 

Liverpool  Hanking  Co.,  failure  of, 
1847,  i.  333. 

Liverpool  Borough  Bank,  failure, 
ii.  338,  422 ;  disclosures,  ii. 
364-6. 

Liverpool,  Royal  Bank  of,  failure, 
1847,  i.  333,  337-8. 

Liverpool,  Lord,  suggests  that  the 
Bank  of  England  should  esta- 
blish branches,  1825,  i.  69  ;  ii. 
123. 

Loan  Banks,  i.  192-8  ;  among  the 
Eomans,  i.  8  ;  the  Bank  of 
England  and  the  Bank  of  Scot- 
land, their  powers  as  loan  banks, 
i.  192,  193  ;  the  Hibernian 
Joint-Stock  Loan  Company,  or 
Hibernian  Bank,  i.  193  ;  charity 
banks,  monies  pietatis,  "  Lom- 
bard" banks,  &c.,  i.  195,  196  ; 
in  Ireland,  i.  196. 

Loans  by  bankers;  short  loans 
and  "  dead  loans,"  i.  249-55. 
(See  also  Dead  Loans,  &c.). 

foreign.     See  Foreign. 

government.      See    Govern- 
ment. 


Loans  to  men  engaged  in  specula- 
tions, i.  426-8. 

See  also  Advances,  Borrow- 
ing. &.C. 

Locker,  A.,  on  the  causes  of  the 
panic  of  1857,  ii.  335,  336. 

LdUgments  (in  bank  book-keeping), 
ii.  68,  69. 

Lombardy,  the  Jews  of,  revive 
banking  in  Italy,  i.  9. 

Lombards  and  Jews,  the,  as  money- 
lenders in  the  middle  ages,  i.  19- 
23. 

"  Lombards,"  charity  banks  in 
Russia,  &c.,  i.  196. 

Lombard  Street,  scene  in,  on  the 
panic  of  1866,  ii.  343. 

London  Bankers.  See  Bankers, 
&c. 

London  and  County  Bank,  esta- 
blished, 1839,  ii.  154,  441. 

London  Joint-Stock  Bank,  es- 
tablishment of,  1836,  ii.  154. 

London  and  Westminster  Bank, 
establishment,  1834  ;  difficulties 
therein  of  Mr.  J.  W.  Gilbart 
(the  manager)  and  the  other  pro- 
moters, their  contentions  with 
the  Bank  of  England,  &c.,  i. 
Xl-xvn;  ii.  151-3,441,442. 

"Long  annuity,  the,"  i.  374. 

Lost  and  stolen  bills  and  notes,  i. 
274-6;  ii.  162. 

Lottery,  the  "  Thi-ee-per-cents." 
created  by  means  of  a,  i.  38. 

Loyd,  Mr.  Jones  (afterwards  Lord 
Overstone)  on  the  plan  of  the 
Bank  Act,  1844,  i.  328  ;  his 
liberality  to  his  clerks,  ii.  13, 
14. 

Loyd,  Mr.  Lewis,  evidence  on  cir- 
culation of  bills  as  notes  in 
Lancashire  prior  to  1826,  i. 
283-4. 

Lubbock,  Sir  John,  instituted 
Bank-holidays,  i.  262 ;  Presi- 
dent of  the  Institute  of  Bankers, 
ii.  17 ;  a  promoter  of  the  Clear 
ing- House  system,  ii.  326,  331. 
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Lumbers,  i.  f.  Lombards,  or  loan 

banks,  i.   197,  198. 
Lunnfl,  Jr.  P.,  evidence  on  small 

notes  in  Ireland,  ii.  295. 


M. 

Macdonald  and  Co..  failure,  their 
system  of  fictitious  bills,  ii.  357, 
358,  368. 

Ma cleod,  H.  "D.,  quoted,  on  the  rise 
of  joint-stock  banking,  ii.  151-3  ; 
and  on  the  causes  of  the  panic  of 
1866,  ii.  342. 

Macphersort,  his  "  History  of  Com- 
merce," quoted,  i.  10. 

•>j,  Pierce,  evidence  on  small 
notes  in  Ireland,  ii.  292. 

rer  of  a  Bank,  the,  his  posi- 
tion, efficiency,  and  salary,  L 
435-8 ;  the  office,  and  that  of 
chief  clerk,  ii.  39.  41  ;  he  should 
not  be  a  public  character  other- 
wise, i.  410;  training  clerks  for 
the  office  of,  ii.  35.  41. 

Managers  and  Directors  of  banks, 
qualities  they  should  possess, 
and  how  they  should  work  to- 
gether, i.  403-12,  423;  mana- 
gers' bonds  of  honesty,  fidelitv, 
&c.,  ii.  99.  101  ;  of  bank 
branches,  i.  415-17.  See  also 
Clerks.  Officers,  A&isfants,  &.c. 

.  circulation  there  of 
bills  of  exchange  in  lieu  of  notes, 
ii.  163;  "dead  loans"  at,  i. 
250 ;  failures  at,  i.  424-5  ;  re- 
discounting  bill  failures  at,  i. 
248-51  ;  and  Liverpool  joint- 
stock  speculation  which  led  to 
the  panic  of  1836,  i.  311-13; 
the  Liverpool  and  the  Man- 
chester district  banks,  ii.  441. 

Manchester,  Bank  of,  failure,  i. 
437,  439. 

tfenetetter  Branch  Bank  of  Eng- 
land, established,  1S26,  i.  6S- 
70. 


Maneges,  early  Scotch  savings 
banks,  i.  199,  200,  204. 

Marshall,  Mr.  Jas.,  ii.  264;  on 
Government  stock  for  bank  in- 
vestments, i.  295-6  ;  on  "  runs  " 
on  joint-stock  banks,  i.  296  ;  his 
account  of  the  Provincial  Bank 
of  Ireland,  ii.  262-80. 

Masierman's  Bank,  Agra  and.  See 
Agra  and  Masterrnan's. 

.   disposable,  of  a  bank,  i. 
212. 

Meath  Charitable  Loan  Society,  i. 
197. 

Medici,  Cosmo  di,  and  his  bank  at 
Florence,  i.  10. 

Merchants'  Companies  who  ad- 
vanced money  :  the  Steel- Yarr 
Company,  i.  23. 

Merging  of  private  banks  in  joint- 
stock  banks,  1836,  i.  423. 

Metropolitan  Board  of  Works, 
funded  debt  of,  ii.  125-6. 

Michaelis,"  On  the  Laws  of  M 
quoted,  on    the   lawfulness    of 
usury,  i.  18. 

•;  Minimum"  rate  of  discount  in- 
troduced, 1845.  i.  378. 

Minors  and  bills  of  exchange,  j. 
272. 

Mint,  TJif,  a  bank  prior  to  1640, 
i.  24  ;  Charles  I.  seizes  the  mer- 
chants' money  there,  i.  2  - 
assay  and  that  of  the  Bank  of 
England,  ii.  126. 

Monty,  it  rules  over  mind,  i.  441  : 
the  term,  ii.  49  ;  the  manage- 
ment of,  not  contemptible,  quo- 
tation from  Taylor's  "  Notes  0:1 
Life,"  i.  233 ;  the  abundance 
of,  a  cause  of  pressure,  i.  309  ; 
the  abundance  of,  after  a  pres- 
sure, i.  324;  in  circulation 
stimulates  production,  i.  215  : 
|  when  "easy,"  i.  361  ;  ready,  in 
the  infancy  of  commerce  ;  bills 
of  exchange  ditto,  i.  136  ;  trans- 
mission of,  i.  29 ;  borrowing,  i. 
23-29. 
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Money-changers  and  stolen  notes, 
i.  275-6. 

Money -changing  and  usury,  an- 
cient, i.  2,  3 ;  early,  in  England, 
i.  13-17  ;  claimed  by  Charles  I. 
as  a  prerogative  of  the  Crown, 
i.  16. 

Money-lending,  i.  17-23. 

Moneyed  class,  the,  Ricardo  on,  i. 
164-5. 

Monte  di  Pitta,  and  Mont  de  Piete, 
the  charity  banks  of  Italy  and 
France,  i.  9,  195-6.  See  also 
Charity  Hanks. 

Monteagle,  Lord  (when  T.  S.  Rice, 
M.P.),  i.  xvi ;  his  evidence  on 
small  notes  in  Ireland,  ii.  296. 

Montefiore's  Coi inner cial  Dictio- 
nary, quoted,  on  the  Bank  of 
Venice,  i.  11. 

Morals  of  society,  influence  of 
banking  on  the,  i.  222. 

Mortgages,  Bank  of  England  com- 
menced lending  money  on,  1824, 
i.  62  ;  as  bank  investments,  i. 
374. 

Mosaic  Laws,  the,  on  interest  and 
usury,  i.  18,  175. 

Murdoch's  trustees  v.  the  Liquida- 
tors of  the  Ciiy  of  Glasgow  Bank, 
ii.  444-5.  bee  also  Glasgow, 
City  of,  Bank. 

Murray,  E.,  on  the  proposition  of 
having  one  bank  of  issue  for 
Ireland,  ii.  297. 


N. 

Naples,  banco  dei  poveri  (bank  of 
the  poor)  at,  1540,  i.  196. 

National  Bank  of  Scotland,  i.  296. 

Rational  Debt,  management  of,  by 
the  Bank  of  England,  i.  44,  51, 
89,  91,  92;  ii.  122,  123.  See 
also  Government  and  Bank  of 
England. 

National  Provincial  Bank,  ii.  122, 
441. 


Navy-four-per-ccnt.  stock  becomes 
the  "  New-fours,"  i.  61. 

New-Jive-per-cent.  stock,  i.  74. 

New-four-per-cent.  stock,  i.  61  ;  be- 
comes "  New-three-and-a-half- 
per  cent,  stock,"  i.  73. 

Newcastle  failures,  i.  424-5,427; 
ii.  368-75 ;  re-discounting  bill 
failures,  i.  248-51. 

Newcastle,  Union  Bank  of,  failure, 
1847,  i.  333. 

North  and  South  Wales  Banking 
Co.,  failure,  1847,  i.  333. 

Northcote,  Sir  7?.,  his  Reserve  Lia- 
bility Act  (1879),  with  the 
amendments  of  Mr.  Shaw  and 
others,  ii.  434-8. 

Northern  and  Central  Bank  of 
Manchester,  failure,  1836,  i. 
314-15,  424,  432,  435,  442. 

Northumberland  and  Darham  Dis- 
trict Bank,  run  on  and  failure 
in  the  pressure  of  1847,  i.  333, 
339  5  ii.  368-75,  422. 

Norwich,  early  joint-stock  bank  in, 
ii.  1852. 

Norwich  Branch  of  the  Bank  of 
England,  losses  of,  and  closing, 
ii.  125. 

Notaries  Public,  ancient  and  mo- 
dern, i.  168;  their  office  and 
fees  with  regard  to  bills  of  ex- 
change, i.  168-74. 

Acts  on,  i.  173-4. 

Note  Department  of  a  bank,  its 
book-keeping,  ii.  64-6. 

Note  issue,  the,  and  Limited  Lia- 
bility, correspondence  of  the 
Scotch  banks  with  the  Govern- 
ment, 1880-1,  ii.  435-56. 
-  the  Gladstone  government's 
dictum  that  "the  right  of  issuing 
notes  appertains  to.  and  should 
be  controlled  by,  the  State/'  ii. 
448-55. 

Notes,  "circulation"  of,  the  term, 
ii.  130. 

in  circulation  (in  bank-book- 
keeping), ii.  68,  69. 
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ioint-stock  banks  issuing,  i. 
4-2-2" 

• bills  circulated  as.  in  Lan- 
cashire, prior  to  1826.  i.  2S3-4. 

See  also  Sank  yotts,  Promis- 
sory Xotes.  Occ. 

Notes  of  hand.  i.  252. 

Dieting  and  protesting  bills  of  ex- 
change, form  of  protest,  charges, 
.  i.  168-74. 

••  Cursing  an  account"  i.e.,  a  bad 
banking  account,  and  failures 
through  the  practice,  i.  257  ;  ii. 
-... 

O. 

Office  of  a  bank,  arrangement  of 
the,  ii.  1-6  ;  administration  of, 
ii.  1-41.  See  also  Officers,  ^fana- 
afr.  Chrks,  &c. 

--•.  selection  of.  plan  of  the 
Provincial  Bank  of  Ireland,  ii. 
207.268. 

Ohio  Land  and  Trust  Co.,  failure, 
ii.  336,  337. 

Old  'Change,  the  old  Royal  Ex- 
change there,  i.  16. 

Order,  term,  i.  268.  See  also  Go- 
vernment orders. 

Ovcrend,  Crurney  and  Co.,  failure 
of,  ii.  343-56. 

Over  stone,  Lord.  See  Loyd.  3/r. 
JOIKS. 

P. 

Palmer.  J.  H..  governor  of  the 
Bank  of  England,  on  <;  The 
Panic,"  1825,  and  its  causes,  i. 
65-7.  310;  on  the  plan  of  the 
Bank  Act,  1844,  i.  3'2±. 

"Panic.  The,"  of  1825,  i.  64-70; 
ii.  163-5,  335.  356,  376;  and 
similar  convulsions,  i.  143-9. 
See  also  Pressure. 

Panic  of  1836,  the,  ii.  163-5,  356. 
See  also  Pressure. 


Panic  of  18-7,  the,  ii.  356 ;  Messrs. 
Coleman  and  Ball's  evidence, 
and  opinion  as  to  its  causes,  ii. 
358-61.  See  also  Pressure. 
Panic,  0/1857,  the,  ii.  334-78  ;  Mr. 
A.  Locker  on  its  causes,  ii.  335, 
336;  the  American  failures  of  ihe 
Ohio  Land  Co.,  &c.,  which  led 
to  it.  ii.  336.  337  ;  fa.lures  of  the 
Borough  Bank  of  Liverpool, 
Denistmn  and  Co..  the  We>tern 
Bank  of  Scotland,  the  Northum- 
berland and  Durham  Bank,  ar.il 
Sanderson  and  Co.,  ii.  338.  3o9, 
357,  358,  364-6,  368-76  ;  sec TH! 
suspension  of  the  Bank  A<.t  o:' 
1844,  ii.  338,  3o9  ;  '•  1  h- 
Times"  on  the  suspension,  ii. 
340  ;  disclosures  before  the  Par- 
liamentary Committee  of  in- 
quiry, ii.  356-76;  Macdonald 
and  Co.'s  fictitious  bills  and  the 
Western  Bank  of  Scotland,  ii. 
357,  358,  368 ;  the  Borough 
Bank  of  Liverpool,  ii.  364-6 ;  the 
Northumberland  and  Durham 
Bank,  ii.  368-75. 

Panic,  of  1866,  the,  ii.  334-78  ; 
Macleod  on  its  causes,  ii.  342  ; 
failures  of  the  Joint-Stock  Dis- 
count Co.,  Barned's  Bank,  and 
Uverend.  Gurney,  and  Co.,  ii. 
343 ;  third  suspension  of  the 
Bank  Act  of  1844,  ii.  344  ;  Pat- 
terson on  the  crisis,  ii.  354-6  ; 
failures  of  the  Bank  of  London, 
Consolidated  Bank.  Agra  and 
Mastermairs.  and  others,  ii_.  355. 

the  American  Kaiiwav  Panic 

of  1874,  ii.  387-92. 
Panics,  the  recurrence  of,  ii.  334, 
378  ;  Mr.  Bonamy  Price  on,  ii. 
377,  378  ;  speculation  the  pri- 
mary cause  of,  ii.  356-78  ;  those 
of  1825,  1836,  and  1839  and  the 
country  banks,  ii.  ]  63-5. 

See     also    Pressure,    Crisis, 

and  "  Runs." 
Paris.  Mont  de  Piet£  at,  i.  196. 
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Parliamentary  discussion  on  the 
establiskment  of  the  Bank  of 
England,  i.  30. 

• inquiry  into  the  privileges  of 

the  Bank  of  England,  1832,  i. 
74-76.  For  Parliamentary,  see 
also  Act,  Sank  Act,  &c. 

Par  of  exchange,  term,  i.  161. 

Pass,  or  Cash,  Book,  customers',  ii. 
49. 

"  Past  due  bill,"  a,  i.  259. 

Paterson,  W.,  founder  of  the  Bank 
of  England,  i.  30. 

Patterson's  "  Science  of  Finance  " 
on  the  panic  of  1866,  ii.  354-56. 

Paul,  E.,  his  evidence  on  the  im- 
portance of  small  notes  in  Scot- 
land, ii.  219. 

Peel.  Sir  A*.,  his  Joint-Stock  Bank- 
ing Act,  1844,  and  its  failure 
and  repeal,  1844-57,  ii.  157  ;  his 
examination  of  Mr.  J.W.  Gilbart 
before  the  Banks  of  Issue  Com- 
mittee on  the  country  circula- 
tion of  notes,  ii.  175-81. 

"Peel's  Act."  See  Sank  Act, 
1844. 

Perugia,  montcdipieta  at,  1464,  i. 
196. 

Pirn,  J.  H.,  evidence  on  small  notes 
in  Ireland,  ii.  297. 

Pledges,  at"  Lombard"  or  charity 
banks  in  Russia,  i.  196. 

Plymouth  Iron  Co.,  failure,  ii.  394, 
428. 

Pole,  Sir  Peter  and  Co.,  failure  of, 
in  "The  Panic,"  1825,  i.  65, 
66. 

" Pool"  the,  operations  of,  in  the 
American  Kail  way  speculation 
of  1873-4,  ii.  388. 

Poor,  Sank  of  the  (banco  dei 
poveri)  at  Naples,  1540,  i.  196. 

Post  Sills  for  remittance,  i.  138. 

Post  Office  Savings  Sanks.  See 
Savings  banks. 

Preliminary  Expenses  of  a  bank 
(in  bank  book-keeping),  ii.  68, 
72. 


Presentment,  or  presentation  (of  a 
bill)  ?  the  words,  i.  230. 

Pressure  in  the  money  market  de- 
nned, i.  309  ;  seasons  in  Scotland 
and  England;  Mr.  R.  Bell  on  do., 
ii.  214,  215  ;  administration  of 
a  bank  in  seasons  of,  i.  309-25  ; 
times  of,  importance  then  of 
attending  to  the  published  re- 
turns of  the  Bank  of  England, 
i.  324 ;  abundance  of  money 
after  a,  and  what  to  do  with  it, 
i.  324. 

Pressure,  the,  of  1836,  i.  311-18. 
See  also  Panic. 

Pressure,  the,  of  1839,  i.  315-17. 
See  also  Panic. 

Pressure  of  1847,  the,  i.  330-64, 
383-91 ;  effects  of  the  Bank  Act 
during  it,  i.  330-64  ;  the  House 
of  Lords  Committee  inquiry, 
and  condemnation  of  the  Act,  i. 
331,  332  ;  failures  during  the 
panic,  i.  333  ;  speculations  and 
corn  trade  failures  which  led  to 
it,  i.  337,  427.  See  also  Panic. 

Pressures, recent,  1825, 1836, 1839, 
1847,  1857,  1866,  1875,  and 
1878,  and  their  causes,  i.  309- 
25.  See  also  Panic,  Crisis, 
and  "  Huns." 

Price,  Mr.  Sonamy,  on  panics,  ii. 
377,  378. 

Prices,  effect  on,  by  an  increased 
issue  of  notes,  i.  149-56. 

Private  banks,  the  history  of  in 
England,  ii.  162-73  ;  compared 
with  public  banks,  i.  10,  211  ; 
advantages  of  joint-stock  banks 
over  tkem,  i.  115-18,  397  ;  com- 
pared with  branches  of  joint- 
stock  banks,  i.  413-18  ;  do  they 
encourage  speculation?  i.  119, 
423;  those  connected  with  trading 
concerns  liable  to  speculation, 
&c.,  i.  119  ;  deposit  accounts  at, 
i.  131  ;  their  merging  in  joint- 
stock  banks,  1836,  i.  423  ;  a  use 
for  them,  i.  119 
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Private  banks,  London,  ii.  144-150;  | 
as  agents  for  country  banks,  ii. 
146;  Mr.  G.  Car  Glyn;s  evi- 
dence before  the  Bank  Com- 
mittee of  1832  on,  and  on  their 
investments,  ii.  146,  147 ;  the 
failure  and  fraud  of  Strahan, 
Paul,  and  Bates,  ii.  148-50. 
Private  banks,  country,  ii.  161- 
192 ;  increase  of  on  the  passingof 
the  Bank  Eestriction  Att,'ii.  163 ; 
accusations  against  them  in  con- 
nection with  the  panics  of  1825, 
1836,  and  1839,  ii.  163-68; 
effect  upon  them  of  the  esta- 
blishment of  Bank  of  England 
branches,  ii.  163  ;  the  Bank  of 
Issue  Committee  (1840)  inquiry 
into,  ii.  166  ;  the  Bank  Act  of 
1844  as  it  affected  the  country 
banks,  ii.  168-73,  184-87  ;  their 
position  as  banks  of  circulation, 
the  limitation  of  their  issue  of 
notes,  ii.  161-192;  stamp  duties 
on  country  notes,  ii.  162  ;  laws 
of  the  currency  with  reference  to 
them,  extract  from  Mr.  J.  W. 
Gilbarf's  article  in  the"  Foreign 
and  Colonial  Review,"  ii.  173-5  ; 
principles  of  their  circulation, 
Mr.  J.  W.  Gilbart's  evidence 
in  reply  to  Sir  E.  Peel,  before 
the  Banks  of  Issue  Committee, 
ii.  175-181;  their  exchanges,  ii. 
1S7-92. 

Private  Banks.  See  also  branch 
banks  compared  with  joint-stock 
and  private  banks,  i.  121-6. 

"  Private  Memorandum  Book, 
The,"  of  a  bank,  i.  239. 

Profit  and  Loss  Account  of  a  bank, 
form  of,  ii.  77. 

Profits  of  a  bank,  i.  212 ;  distribu- 
tion of,  of  joint-stock  banks,  i. 
422. 

Promissory  Note,  the  term,  what  it 
includes,  i.  269 ;  form  of  a, 
i.  261;  drawn  or  payable  on 
Sunday  or  any  holiday,  i.  262. 


Promissory  Notes,  change  in  the 
law  of,  "1705,  i.  103  ;  and  bills, 
Act  33  and  34  Viet.,  c.  97, 1 870, 
on.i.  268-71;  of  country  bankers, 
i.  106,  107. 

Promotion  of  clerks,  ii.  18-21,  32. 

Proprietors,  influence  of,  i.  438. 

Proprietors'  Accounts  (in  bank 
book-keeping),  ii.  68.  72. 

Proprietors'  Ledger,  The,  of  a  joint- 
stock  bank,  ii.  79. 

Prospectus  of  a  joint-stock  bank, 
drawing  up  the,  ii.  97,  98. 

Protesting  end  Noting  bills  of  ex- 
change, i.  168-74. 

Public  Funds.     See  Funds. 

K. 

RoQwty  bonds  as    bank  invest- 
ments, i.  374. 
deposit    accounts    with    the 

Bank  of  England,  i.  372,  373  ; 

do.  in  1S46.  i.  382  ;  speculation 

and  panic  in  America,  1873-4. 

ii.  387-92. 
Raphael  and  Co.  v.  Bank  of  Eni- 

land,  case  as  to  stolen    bank 

notes,  i.  276. 
Bate   of  Exchange,  i.    160.     See 

also  Bills  of  Exchange.  iv. 
Ready  money.     See  Money. 
"  Reasonable  time"  of  presentation 

of  cheques  and  notes,  i.  277. 
Receipts  for  money,   bankers7,  ii. 

49. 
Re-discounting  bills,  i.   157.  24?. 

299,301,358;  ii.  209.  210.   See 

also  Discount,  Bills. 
Remittance,  banks  of,  i.  136-42. 
Remittance    business,    of  countrv 

banks,  i.  J37;  of  branch  banks. 

i.  138 ;  of  circulation  banks,  i. 

13$. 
Remittances,    Bank    of   England 

notes  and  post  bills  for,  i. 

balance  of,  not  always  indicative 

of  the  balance  of  trade,  i.  1 39. 
Reserve,  or  '•'  rest"  of  a  bank    i, 
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369  ;  of  the  Bank  of  England,  i. 
369,  370  ;  failures  through  its 
insufficiency,  i.  433. 
Reserve  Liability,  and  the  Act  era- 
bodying  it  (1879),  ii.  434-56  ; 
the  Acf  s  chief  clauses,  ii.  440  ; 
banks  adopting  and  not  adopting 
the  Act,  ii.  441,  442  ;  resuks  of 
its  adoption,  ii.  442  ;  the  Bank 
of  England,  and  other  chartered 
banks  not  included  in  the  Act's 
provisions,  ii.  442  ;  correspon- 
dence on,  between  the  Scotch 
banks  and  the  Treasury,  1880- 
18Sl,ii.  445-56. 

"  Rest"  or  reserve  fund.  See  Re- 
serve. 

"  Rest"  the  daily,  ii.  74. 
Restriction  Act.  See  Bank  of  Eng- 
land. 

Returns,  term  at  the  Clearing- 
House,  ii.  320. 

Revenue  and  National  Debt  ac- 
counts of  the  Government  with 
the  Bank  of  England,  ii.  122, 
123.  See  also  Government.,  Na- 
tional Debt,  &c. 

Ricardo,  Mr.  J.  L.,  his  comparison 
of  the  Funds  and  brokers'  bills 
as  bank  investments,  i.  303  ;  his 
';  Principles  of    Political    Eco- 
nomy," quoted,  on  the  moneyed 
class  of  capitalists,  i.  164,  165. 
Rice,    T.   S.,  M.P.  (Lord    Mont- 
eagle),  i.  xvi ;  his  evidence  on 
small  notes  in  Ireland,  ii.  296. 
"  Risk  Money,"  the  bank  cashiers', 

ii.  28,  29. 

Rome,  early  banking  in,  i.  7  ;  loan 
banks  there,  i.  8  ;  the  montt  di 
pieta  at,  1539,  i.  196. 
Rose,  Rt.  Hon.  G.,  early  promoter 

of  savings  banks,  i.  199. 
Royal  Bank   of  Scotland.       See 

Scotland. 

"  Runs"  on  bankers,  their  nature 
and  causes,  i.  116-18  ;  on  joint- 
stock  banks,  Mr.  Jas.  Marshall 
on,  i.  296 ;  the  rvujpn  the  London 


bankers  in  1G67,  i.  27,  28  ;  on 
the  Bank  of  England  in  1745,  i. 
42  ;  ditto  in  1797,  on  the  Nor- 
thumberland and  Durham  Bank 
in  1847,  i.  333.  For  "  Runs" 
see  also  Panic,  Pressure,  and 
Crisis. 

Russia,,  "  Lombard "  or  charity 
banks  in,  i.  196. 

date  of  bills  drawn  from,  i. 


264. 
Ruthwell,  savings  bank  at,  i.  200. 


S. 

Salaries,  of  bank  officials  and 
clerks,  i.  440-43;  ii.  11-16. 

Sanderson  and  Co.,  failure,  i.  427; 
ii.  338,  394,  396. 

Savings  Banks,  i.  199-209;  the 
present  system  first  suggested 
by  Rt.  Hon.  G.  Rose,  and  his 
Society  for  Bettering  the  Con- 
dition of  the  Poor,  1815,  i.  199  ; 
Mr.  Rose's  plan,  i.  199-203; 
parochial,  prior  to  1815,  i.  199, 
200. 

Scotch,  prior  to  1815,  pro- 
moted by  Mr.  Duncan,  at  Ruth- 
well,  &c.,  i.  199-200  ;  promoted 
by  Mr.  Forbes  at  Edinburgh,  i. 
200-2,  204. 

the  Acts  of  1817,  i.  203. 

Post  Office,  establishment  of, 

1861,  on  the  plan  of  Mr.  Sykes 
of  the  Huddersfield  Banking 
Co.,  i.  203. 

transfer  of  business  from,  and 


closing  of  the  old  savings'  banks, 
on  the  start  of  the  Post  Office 
banks,  i.  203. 

—  and  Benefit  Societies,  i.  204. 

—  table  of  deposits  in  the  Post- 
Office  banks  to  1878,  i.  206. 

under  trustees,  table  of  de- 
posits, 1864-78,  i.  209-10. 

their  deposit  account  with  the 

Bank  of  England,  i.  371,  372. 
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Scotch  banks,  ii.  199,  249  ;  joint- 
stock  banks,  i.  114  ;  the  -'char- 
tered" banks,  i.  296,  297  ;  laws 
of  Scotland  with  reference  to 
banking,  ii.  199-204 ;  returns 
of  notes  and  coin  required  by 
statute,  i.  107. 

Parliamentary  report  on  their 

note    issues    prior  to  1626,   ii. 
200-3,  219-23. 

present  note  issue  of,  ii.  203- 

4,  216-18. 

differences  in  the  note  issues 

of  England  and  Scotland,  i.  214, 
425;  ii.  204. 

and  English,  comparison  be- 


tween, i.  114  ;  ii.  204-5. 
—  their  large  capital  system 
contrasted  with  the  small  capi- 
tal system  of  many  English 
banks,  with  extract  from  Mr. 
R  Bell's  "  Letter  on  the  Rela- 
tive  Merits  of  the  English  and 
Scotch  Banking  Systems/'  ii. 
205,  206. 

their    system    of  branches ; 


competition  of  provincial  banks 
with  the  branches,  i.  215,  417  ; 
ii.  207-9. 

competition  and  co-operation 

among  them,  ii.  707. 

banking  more  general  in 

Scotland  than  in  England.  Mr. 
R.  Bell  on  the  cause  of  this,  ii. 
210-12. 

surveillance  of  the  metropo- 
litan banks  over  the  provincial 
do.,  ii.  213. 

failures  ;  failure  of  the  City 

of  Glasgow  Bank,  ii.  214  ;  pres- 
sure seasons  in  Scotland  and  in 
England,  with  extract  from  R. 
Bell,  ii.  214,  215  ;  the  panic  of 
1S25,  i.  149. 

• the  laws  of  the  currency  in 

Scotland,  ii.  216-23;  Mr.  Ken- 
nedy on,  ii.  219  ;  importance  of 
tke  circulation  of  small  notes 
in  Scotland,  ii.  131-4,  200-3  ;  do. 


evidence  of  Mr.  R.  Paul.  &c.,  ii. 
219-23;  the  "one  bank  of  issue" 
theory  and  the  Scotch  system  of 
banking,  ii.  219  ;  controversy  of 
the  chartered  banks  with  the 
Treasury,  on  limited  liability, 
and  the  note  issue,  1880-1,  ii. 
445-56. 

Scotch  Banks,  their  oi>-rations  as 
to  cash  credits,  i.  187,  188;  ii. 
223-32  ;  the  advantages  of  the 
system  as  shown  in  the  evidence 
before,  and  report,  of  the  Parlia- 
mentary Committee  of  1S26.  ii. 
223-32. 

their   deposit  system,  L  131, 

204  ;   ii.   232-42. 

interest  allowed  by,  i.  214. 

investments  by,  in  Govern- 
ment stock,  i.  296. 

their   system  of  exchanges, 


the  rules  of  the  clearing,  &c.,  ii. 
210-13,  242-49,  332. 

the  attempted  legislation  ad- 

|  verse  to  Scotch  and  Irish  banks. 
by  Mr.  Goschen  (1875)  and 
others,  ii.  435-6. 

See  also  Scotland  and  British 

Linen  Company. 

Scotch  Savings  Hanks,  early,  pro- 
moted by  Mr.  Duncan  and  Mr. 
Forbes,  &c.,  and  called  Mane- 
ges, i.  199,  200,  204.  See  also 
Sai'inffS  bank-?. 

Scotland,  effects  of  its  banking 
Acts  compared  with  the  effects 
of  those  of  Ireland,  ii.  298-304  ; 
the  issue  of  notes  in,  and  the 
Bank  Acts.  ii.  IStj.  1S7;  bank 
notes  under  £5  there,  ii.  181-4, 
200-3,219-23. 

clearing  in.  ii.  210-13.  242- 

49  ;  ii.  332. 

See  also  Scotch  Banks. 

Scotland,  the  Bank  of,  1695-1826, 
ii.  201  ;  its  powers  as  a  loan 
bank,  i.  192,  193 ;  and  other 
chartered  banks,  their  privileges, 
ii.  254,255-  ii.  442-5. 
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Scotland,  the  Royal  Bank  of,  1727- 
1826,  ii.  201  ;  i.  296  ;  ii.  122. 

and  otker  chartered    banks 

ure    "limited"    through    their 
charters,  ii.  442-5. 

the  Bank  of  Ireland,  &c., 

their  deposit  accounts  with  the 
Bank  of  England,  i.  372,  373. 

Scotlatid,  Western  Bank  of,  failure, 
ii.  338,  357,  358,  368. 

Secresy,  declarations  of,  made  by 
bank  servants,  ii.  101. 

Securities  for  money,  land,  and 
trade  profits  as,  i.  7  ;  and  bul- 
lion in  the  Bank  of  England,  i. 
76,  78,  86;  "extraordinary," 
Mr.  Kirkman  Hodgson  on  those 
of  the  Northumberland  and 
Durham  Bank,  ii.  371-5. 

Security,  the,  of  Joint-Stock  banks 
as  compared  with  private  banks, 
i.  115. 

bonds  entered  into  by  mana- 
gers and  clerks  of  banks,  ii.  99- 
101.  See  also  Surety. 

"  dead"  advances  on,  i.  424- 

6  ;  i.  374,  422-7  ;  deeds  as,  i. 
253 ;  bills  of  lading  and  dock 
warrants  as,  i.  254 ;  life  policies 
as,  i.  255. 

Selling  or  buying  stock  "  for 
money  "  and  •'  for  time,"  i.  306, 
307. 

"  Sets  "  of  foreign  bills,  i.  263,  264, 
271. 

Settlement,  deeds  of,  of  a  joint- 
stock  bank,  ii.  97,  98. 

"  Settling  days  "  on  the  Stock  Ex- 
change, i.  306. 

Shareholders  and  <:  limited "  lia- 
bility, ii.  432-3. 

their    criticism    sometimes 

disastrous,  i.  440. 

Shareholders'  Register,  the,  of  a 
joint-stock  bank,  ii.  79. 

Shares,  form  of  application  for,  ii. 
97,  98  ;  form  of  letters  of  allot- 
ment, ii.  97,  98  ;  form  of  certifi- 
cates for  ib.  3  form  of  deeds  of 


transfer  of,  ib. :  form  of  notice 
of  calls  upon,  ib. ;  issue  of  new, 
i.  402. 

Shaw,  Mr.  (M.P.  for  Cork  Co.)  his 
amendment  of  Sir  S.  Northcote's 
Reserve  Liability  Bill,  ii.  438-9. 

Short  loans,  and  "  dead  loans,"  i. 
249-55. 

Signature  Book,  customers',  ii.  48. 

Silver  coinage  of  England,  early, 
i.  13. 

Silver  dollars  and  3s.  and  Is.  6d. 
tokens  issued  by  the  Bank  of 
England,  1803,  i.  56. 

Silver  penny,  the  English,  i.  13. 

Smee,  W.  Rae,  his  plans  for  facili- 
tating bank  work,  ii.  81,  82. 

Smith,  Adam,  his  "  Wealth  of 
Nations,"  quoted,  i.  12  ;  i,  187, 
188;  ii.  11,  12. 

Smith,  Fleming,  and  Co.,  failure, 
and  relations  with  the  City  of 
Glasgow  Bank,  ii.  399,  423. 

Smyth,  J.  A.,  evidence  on  small 
notes  in  Ireland,  ii.  291,  294. 

South  Sea  Bubble,  the,  1720,  i.  36- 
38  ;  Smollett's  account  of  it,  i. 
36,  37. 

South  Sea  Company,  contract  with 
the  Bank  of  England,  i.  37,  38. 

Sovereigns,  first  issue  of,  by  the 
Bank  of  England,  1821,  i.  60. 

Spain,  earliest  banking  in,  i.  1  ] . 

Sparkes  and  Co.,  afterwards  the 
Devon  and  Cornwall  Bank,  pro- 
bably caused  the  closing  of  the 
Exeter  branch  of  the  Bank  of 
England,  ii.  125. 

Speculation,  nature  of,  i.  146-49. 

banks  of  circulation  accused 

of  encouraging  it,  i.  146-49. 

country  notes  and,  i.  147. 

in  Liverpool,  i.  147, 148. 

legitimate  banking  restric- 
tive of  it,  i.  148. 

a  cause  of  pressure,  i.  309, 

318;  ii.  356-78,  379. 

preceding"  The  Panic,"  1825, 

J.  H.  Palmer,  Governor  of  the 
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Bank  of  England,  on,  i.  65.  and 
the  country  bankers'  contrary 
view,  i.  70. 

Speculation,  joint-stofk  bank,  which 
led  to  the  panic  of  1836,  i.  311- 
13. 

which  led  to  the  panic  of 

1S47,  i.  337. 

bank  customers  who  indulge 

in,  and  borrow  for,  it,  i.  251,  252, 
426-28. 

unconnected  with  banking, 

joint-stock  bank  and  private 
bank  indulgence  therein,  i.  119, 
4-23. 

Sp-elmann  and  Co.  v.  Sank  of  Eng- 
land, case  as  to  stolen  bank  notes 
before  Lord  Campbell,  i.  275. 
276. 

Stamp  duty  on  bills  of  exchange, 
table  of,  267,  268. 

on  country  notes,  ii.  162. 

Stanhopes  (Lord)  Act,  51  Geo. 
III.  c.  127,  i.  56,  57. 

State  control  of  the  note  issue, 
the  Gladstone  Government  on 
(1880),  ii.  44S-55. 

State  banks,  the  earlr,  ii.  253-5. 

"  Statesman,  The,''  "Taylor  s,  re- 
commended, i.  234. 

Steel-Yard  Company,  the.  i.  23. 

Stock  certificates,  Bank  of  England, 
ii.  126,  127. 

Stock,  Government,  transfers  of  be- 
tween England  and  Ireland,  ii. 
302,  303. 

"Stocks,  the."  See  "the  Funds,'' 
Government  Stock.  &c. 

Stock-brokers,  their  office,  i.  305-7, 
and  stockjobbers,  the  difference 
between,  i.  305. 

Stock  dealing.  See  Bui/ing,  Selling, 
Stock-brokers,  Stock-jobbers,  &c. 

Stock  department  of  a  bank,  ii.  62. 

Stock  Exchange,  the,  membership, 
subscription,  &c.,  i.  305 ;  settling 
days,  i.  306  ;  at  Dublin,  ii.  303  ; 
transactions  as  they  concern 
bankers,  i.  304-7. 


Stolen  and  loft  bills  and  notes, 
bankers'  liability  for  ;  cases  of 
Spielmann  p.  the  Bank  of  Eng- 
land, Raphael  and  Co. .  &c. ; 
Serjeant  Byles  and  the  '•  Ban- 
kers' Magazine  "  on  the  ques- 
tion, i.  274-6. 

Strahan,  Paul,  and  Bates,  their 
failure,  the  section  of  7  and  8 
Geo.  IV.  c.  49,  under  which 
they  were  prosecuted,  and  the 
sections  on  "previous  disclosure"' 
of  fraud  which  was  pleaded  in 
in  their  defence,  ii.  148-50. 

Strikes  of  the  iron -workers  which 
led  to  the  crisis  of  1875.  ii. 
394. 

Strong-room  accommodation  of 
banks,  for  deeds  and  other  valu- 
able property,  i.  221. 

Stuckfi/,  3/r.  V..  i.  xiv;  his  views 
on  Government  stock  for  bank 
investments,  i.  295.  296. 

Sundays  and  holidays,  bills  and 
promissory  notes  payable  and 
drawn  on.  i.  262. 

Sureties  for  bank  clerks,  ii.  16-18. 

Surety  Fund  (Clerks'),  of  the  Bank 
of  England,  Mr.  T.  Hankev  on, 
ii.  16-18. 

Surplus  fund,  bankers',  its  invest- 
ment, i.  291-308. 

of  joint-stock  banks,  i.  422, 

in  bank  book-keeping,  ii.  68, 

72. 

See  also  Reserve. 

Suspension  of  the  Bank  Act.  See 
Bank  Act,  Bank  of  England, 
ft. 

Suspension  of  cash  payments  by  the 
Bank  of  England,  1797,  i.  46. 

see  also  Panic,  "Runs," 

Failure.  t$-c. 

Swan,  Cloitf/h,and  Co.,  failure,  ii. 
431. 

Swansea,  Branch  Bank  of  England, 
established.  1826,  i.  68-70. 

Sykes,Mr.,  his  plan  for  Post  Office 
savings  banks  adopted,  i.  203. 
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T. 

Taylor's  "  Notes  on  Life,"  quoted, 
i.  233  ;  his  "  Statesman  "  recom- 
mended, i.  234,  and  quoted,  i.  8, 
9,  15,  16;234,  406. 

Tellers'  department  of  a  bank,  ii. 
19 ;  the  tellers'  "  walks,"  ii. 
59. 

Terms,  Hanking,  i.  224-31. 

in  banking  book-keeping,  ii. 

49,  50. 

See  also  the  several  terms. 

Testimonials  of  clerks,  &c.,  ii.  9. 

Three  per  cent,  stock  created  by 
means  of  a  lottery,  1726,  i. 
38. 

"  Three  per  cent.  Reduced'"  stock 
created,  i.  43. 

<s  Three  and  a  half  per  cent.  Re- 
duced "  stock,  i.  62. 

Till,  the  bankers'  amount  to  keep 
in  it,  i.  292-4. 

"  Ti?nes,  The"  on  the  suspension 
of  the  Bank  Act,  ii.  34. 

Tokens  in  England,  i.  13. 

silver,  value  5s. ,  3s.,  and  Is. 

6d. ,  issued  by  the  Bank  of  Eng- 
land, 1803,i.  56. 

Trade,  the  balance  of  remittances 
not  always  indicative  of  the 
balance  of  trade,  i.  139. 

• profits  of,  deemed  the  best 

security  for  money  in  ancient 
Greece,  i.  7. 

Tradesmen,  use  of  a  banker  to,  i. 
217-22. 

Transfer  (of  Shares)  Register,  the, 
of  a  joint-stock  bank,  ii.  79. 

Transmission  of  money  bybankcrs, 
i.  29,215. 

Tweedy,  Williams,  and  Co.,  failure, 
ii.  430. 


U. 

Unfunded  Debt.     See  Government 
Unfunded  Debt. 


Union  Sank  of  London,  establish- 
ment of,  1839,  ii.  154 ;  and  re- 
serve liability,  ii.  442. 

"  Usance"  of  foreign  bills,  i.  264. 

Usury  and  money-changing,  early, 
i.  3;  and  rates  of  interest  in 
ancient  Athens,  i  5 ;  stigma- 
tized unwarrantably,  i.  17,  21  ; 
prohibited,  i.  19-23  ;  application 
of  the  term  modified  after  1546, 
i.  23.  See  also  Money-lending, 
&c. 


Vaiisittart,  Mr.,  his  resolutions  in 
opposition  to  the  Bullion  Com- 
mittee's Report,  1810,  i.  55. 

Vaughan,  R.  W.,  the  first  person 
hanged  for  forging  bank  notes, 
i.  43. 

Venice,  Bank  of,  estab.  1157,  i. 
10,  11  ;  ii.  254. 

Ventilation  and  light  of  bank  pre- 
mises, ii.  2,  4. 

J'i'-ian,  Grylls,  and  Co.,  failure,  ii. 
431. 


W. 

"  Walks"    the    bank    tellers',   ii. 

"  Waterstorfs  Commercial  Dic- 
tionary" quoted,  on  operations 
connected  with  foreign  bills  of 
exchange,  i.  286. 

West  of  England  Sank  failure, 
1878,  i.  257  ;  ii.  427,  428, 
432. 

Western  Bank  of  Scotland,  failure, 
disclosures,  ii.  357,  358,  366-8, 
422. 

"  Westminster  Review"  1841, 
article  by  Mr.  J.  W.  Gilbart, 
quoted,  i.  327. 

WetenhalVs  "Course  of  the  Ex- 
change," i.  290. 
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William  HI.,  statue  of  as  "  foun- 
der "  in  the  Bank  of  England,  i. 
39-41. 

Willis,  Percii-al.  and  Co.,  failure, 
iu  399. 

•'  Wind  bill,"  Scotch  for  accommo- 
dation bill,  i.  284. 

Women,  bills  accepted,  &c. ,  bv,  i. 
•27-2. 


X>nophon,\iis  suggestion  of  a  joint- 
stock  bank  for  Athens,  i.  6. 


Y. 

Yating,  SorthwicJc,and  Co.,  failure 
ii.  396. 
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ADDISON  S  "Works.  Notes  of  Bishop 
Hard.  Short  Memoir,  Portrait,  and  8 
Plates  of  Medals.  6  vols. 

This  is    the  most  complete    edition  of 
Addison's  Works  issued. 

ALFIERI  S  Tragedies.  In  English 
Verse.  With  Notes,  Arguments,  and  In- 
troduction, by  E.  A.  Bowring,  C.B.  a  vols. 

AMERICAN  POETRY.  —  See  Poetry 
of  America, 

BACON'S  Moral  and  Historical 
'Works,  including  Essays,  Apophthegms, 
Wisdom  of  the  Ancients,  New  Atlantis, 
Henry  VII.,  Henry  VIII.,  Elizabeth, 
Henry  Prince  of  Wales,  History  of  Great 
Britain,  Julias  Caesar, and  Augustus  Caesar. 
With  Critical  and  Biographical  Introduc- 
tion and  Notes  by  J.  Devey,  M.A.  Por- 
trait. 

-^—  See  also  Philosophical  Library. 

BALLADS  AND  SONGS  of  the  Pea- 
santry of  England,  from  Oral  Recitation, 
private  MSS.,  Broadsides,  &c.  Edit,  by 
R.  Bell. 

BEAUMONT      AND       FLETCHER. 

Selections.     With  Notes  and  Introduction 
by  Leigh  Hunt. 

BECKMANN  (J.)  History  of  Inven- 
tions, Discoveries,  and  Origins.  With 
Portraits  of  Beckmann  and  James  Watt. 
2  vols. 

BELL  (Robert).— SM  Ballads,  Chaucer, 
Grettt. 

BOSWELL'S  Life  of  Johnson,  with 
the  TOUR  in  the  HEBRIDES  and 
JOHNSONIANA.  New  Edition,  with 
Notes  and  Appendices,  by  the  Rev.  A. 
Napier,  M.A.,  Trinity  College,  Cam- 
bridge,_  Vicar  of  Holkham,  Editor  of  the 
Cambridge  Edition  of  the  '  Theological 
Works  of  Barrow.1  With  Frontispiece  to 
each  voL  6  vols. 

BREMER'S  (Frederlka)  Works. 
Trans,  by  M.  Howitt.  Portrait.  4  vcls. 


BRINK  (B.  T.)  Early  English  Litera- 
ture (to  Wiclif).  By  Bemhard  Ten  Brink. 
Trans,  by  Prof.  H.  M.  Kennedy. 

BRITISH  POETS,  from  Milton  to  Kirke 
White.  Cabinet  Edition.  With  Frontis- 
piece. 4  vols. 

BROWNE'S   (Sir    Thomas)   Works. 

Edit,  by  S.  Wilkin,  with  Dr.  Johnson's 
Life  of  Browne.  Portrait.  3  vols. 

BURKE'S  Works.    6  vols. 

-  Speeches  on  the  Impeachment 
of  Warren  Hastings  ;  and  Letters.     2  vcls. 

-  Life.    By  J.  Prior.    Portrait. 

BURNS  (Robert).  Life  of.  By  J.  G. 
Lockhart,  D.C.L.  A  new  and  enlarged 
edition  With  Notes  and  Appendices  by 
W.  S.  Douglas.  Portrait. 

BUTLER'S   (Bp.)   Analogy  of  Reli- 

gion; Natural  and  Revealed,  to  the  Con- 
stitution and  Course  of  Nature  ;  with  Two 
Dissertations  on  Identity  and  Virtue,  and 
Fifteen  Sermons.  With  Introductions, 
Notes,  and  Memoir.  Portrait. 

CAMOEN'S  Lusiad,  or  the  Discovery 
of  India.  An  Epic  Poem.  Trans,  from 
the  Portuguese,  with  Dissertation,  His- 
torical Sketch,  and  Life,  by  W.  J.  Mickle. 
5th  edition. 

CARAFAS     (The)     of     Maddalonl. 

Naples  under  Spanish  Dominion.  Trans. 
by  Alfred  de  Reumont.  Portrait  of  Mas- 
saniello. 

CARREL.    The  Coonter-Revolution 

in  England  for  the  Re-establishment  or 
Popery  under  Charles  II.  and  James  II., 
by  Armand  Carrel  ;  with  Fox's  History  of 
James  II.  and  Lord  Lonsdale's  Memoir  of 
James  1  1  .  Portrait  of  Carrel. 


CARRUTHERS.  -  Set 

trated  Library. 


Pofr,  in   lUut- 


SQUATS  LIBRARIES. 


CART'S  Dante.  The  Vision  of  Hell, 
Purgatory,  and  Paiadise.  Trans,  by  Rev. 
H.  F.  Gary,  M.A.  With  Life,  Chronolo- 
gical  View  of  his  Age,  Notes,  and  Index 
of  Proper  Names.  Portrait. 

This  is  the  authentic  edition,  containing 
Mr.  Gary's  last  corrections,  with  additional 
notes. 

CELLINI  (Bcnveiiuto).  Memoirs  of, 
by  himself.  With  Notes  of  G.  P.  Carpani. 
Trans,  by  T.  Roscoe.  Portrait. 

CERVANTES'  Galatea.  A  Pastoral 
Romance.  Trans,  by  G.  W.  J .  Gyll. 

Exemplary   Novels.     Trans,    by 

W.  K.  Kelly. 

Don    Quixote    de    la    Mancha. 

Motteux's  Translation  revised.  With  Lock- 
hart's  Life  and  Notes.     2  vols. 

CHAUCER'S  Poetical  Works.  With 
Poems  formerly  attributed  to  him.  With  a 
Memoir,  Introduction,  Notes,  and  a  Glos- 
sary, by  R.  Bell.  Improved  edition,  with 
Preliminary  Essay  by  Rev.  W.  W.  Skeat, 
M.A.  Portrait.  4  vols. 

CLASSIC  TALES,  containing  Rasselas, 
Vicar  of  Wakefield,  Gulliver's  Travels,  and 
The  Sentimental  Journey. 

COLERIDGE'S  (S.  T.)  Friend.  A  Series 
of  Essays  on  Morals,  Politics,  and  Reli- 
gion. Portrait. 

Aids  to  Reflection.    Confessions 

of  an  Inquiring  Spirit ;  and  Essays  on 
Faith  and  the  Common  Prayer-book.  New 
Edition,  revised. 

Table-Talk   and   Omniana.    By 

T.  Ashe,  B.A. 

Lectures    on    Shakspere     and 

other  Poets.    Edit,  by  T.  Ashe,  B.A. 

Containing  the  lectures  taken  down  in 
1611-12  by  J.  P.  Collier,  and  those  de- 
livered at  Bristol  in  1813. 

Biographia  Literarla;  or,  Bio- 
graphical Sketches  of  my  Literary  Life 
and  Opinions ;  with  Two  Lay  Sermons. 

Miscellanies,    JEsthetic    and 

Literary  ;  to  which  is  added,  THE  THEORY 
OF  LIFE.  Collected  and  arranged  by 
T.  Ashe,  B.A. 

COMMINES.— See  Philip. 

CONDE'S  History  of  the  Dominion 

of  the  Arabs  in  Spain.  Trans,  by  Mrs. 
Foster.  Portrait  of  Abderahmen  ben 
Moavia.  3  vols. 

COWPER'S  Complete  Works,  Poems, 
Correspondence,  and  Translations.  Edit, 
with  Memoir  by  R.  Southey.  45  En- 
gravings. 8  vols. 


COXE'S  Memoirs  of  the  Duke  oi 

Marlborough.  With  his  original  Corre- 
spondence, from  family  records  at  Blen- 
heim. Revised  edition.  Portraits.  3  vols. 
***  An  Atlas  of  the  plans  of  Marl- 
borough's  campaigns,  410.  IOT.  6d. 

History  of  the  House  of  Austria. 

From  the  Foundation  of  the  Monarchy  by 
Rhodolph  of  Hapsburgh  to  the  Death  of 
Leopold  II.,  1218-1702.  By  Archdn.  Coxe. 
With  Continuation  from  the  Accession  >>f 
Francis  I.  to  the  Revolution  of  184  5 
4  Portraits.  4  vols. 

CUNNINGHAM'S  Lives  of  the  most 

Eminent  British  Painters.  With  Notes 
and  16  fresh  Lives  by  Mrs.  Heaton.  3  vols 

DEFOE'S  Novels  and  Miscellaneous 

Works.  With  Prefaces  and  Notes,  in- 
cluding those  attributed  to  Sir  W.  Scott. 
Portrait.  7  vols. 

DE  LOLME'S  Constitution  of  Eng- 
land, in  which  it  is  compared  both  with  the 
Republican  form  of  Government  and  the 
other  Monarchies  of  Europe.  Edit.,  with 
Life  and  Notes,  by  J.  Macgregor,  M.P. 

DUNLOP'S  History  of  Fiction.    With 

Introduction  and  Supplement  adapting  the 
work  to  present  requirements.     By  Henry 
•  Wilson.     2  vols. ,  $s.  each. 

ELZE'S  Shakespeare.— See  Shakespeare 

EMERSON'S  Works.  3  vols.  Most 
complete  edition  published. 

Vol.  I.  —Essays,  Lectures,  and  Poems. 

Vol.  II.— English  Traits,  Nature,  and 
Conduct  of  Life. 

Vol.  III. — Society  and  Solitude— Letters 
and  Social  Aims — Miscellaneous  Papers 
(hitherto  uncollected) — May-Day,  &c. 

FOSTER'S  (John)  Life  and  Corre- 
spondence. Edit,  by  J.  E.  Ryland.  Por- 
trait. 2  vols. 

Lectures  at  Broadmead  Chapel. 

Edit,  by  J.  E.  Ryland.    2  vols. 

Critical   Essays  contributed  to 

the  '  Eclectic  Review.'  Edit,  by  J.  E. 
Ryland.  2  vols. 

Essays :  On  Decision  of  Charac- 
ter; on  a  Man's  writing  Memoirs  of  Him 
self;  on  the  epithet  Romantic ;  on  the 
aversion  of  Men  of  Taste  to  Evangelical 
Religion. 

Essays  on  the  Evils  of  Populat 

Ignorance,  and  a  Discourse  on  the  Prooa 
gation  of  Christianity  in  India. 

Essay  on  the  Improvement  of 

Time,  with  Notes  of  Sermons  and  other 
Pieces.  N.  S. 

Fosteriana:  selected  from  periodical 

papers,  edit,  by  H.  G.  Bohn. 


STANDARD  LIBRARY. 


FOX  (Rt.  Hon.  C.  J.)—  Set  Carrtl. 

GIBBON'S  Decline  and  Fall  of  the 
Roman  Empire.  Complete  and  unabridged, 
with  variorum  Notes ;  including  those  of 
Guizot,  Wenck,  Niebuhr,  Hugo,  Neander, 
and  others.  7  vols.  2  Maps  and  Portrait. 

GOETHE'S  Works.  Trans,  into  English 
by  E.  A.  Bou-ring,  C.B.,  Anna  Swanwick. 
Sir  Walter  Scott,  &c.  &c.  13  vols. 

Vols.  I.  and  II. — Autobiography  and  An- 
nals. Portrait. 

Vol.  III.— Faust.    Complete. 

Vol.  IV. — Novels  and  Tales  :  containing 
Elective  Affinities,  Sorrows  of  Werther, 
The  German  Emigrants,  The  Good  Wo- 
men, and  a  Npuvelette. 

Vol.  V. — Wilhelm  Metster's  Apprentice- 
ship. 

Vol.  VI. — Conversations  with  Eckerman 
and  Soret. 

Vol.  VII.— Poems  and  Ballads  in  the  ori- 
ginal Metres,  including  Hermann  and 
Dorothea. 

Vol.  VIII.—  Gotz  von  Berlichingen,  Tor- 
quato  Tasso,  Egmont,  Iphigenia,  Clavigo, 
Wayward  Lover,  and  Fellow  Culprits. 

Vol.  IX.  —  Wilhelm  Meister's  Travels. 
Complete  Edition. 

Vol.  X.  —  Tour  in  Italy.  Two  Parts. 
And  Second  Residence  in  Rome. 

Vol.  XI. — Miscellaneous  Travels,  Letters 
from  Switzerland,  Campaign  in  France, 
Siege  of  Mainz,  and  Rhine  Tour. 

Vol.  XII. — Early  and  Miscellaneous 
Letters,  including  Letters  to  his  Mother, 
with  Biography  and  Notes. 

Vol.  XIII . — Correspondence  with  Zelter. 

Vol.  XIV.-  Reineke  Fox,  West-Eastern 
Divan  and  Achilleid.  Translated  in 
original  metres  by  A.  Rogers. 

Correspondence  with   Schiller. 

2  vols. — See  Schilltr. 

GOLDSMITH'S  Works.    5  vols. 

Vol.  I.— Life, Vicar  of  Wakefield,  Essays, 
and  Letters. 

Vol.  II.— Poems,  Plays,  Bee,  Cock  Lane 
Ghost. 

Vol.  III.— The  Citizen  of  the  World, 
Polite  Learning  in  Europe. 

Vol.  IV. — Biographies,  Criticisms,  Later 
Essays. 

Vol.  V.— Prefaces,  Natural  History, 
Letters,  Goody  Two-Shoes,  Index. 

GREENE,  MARLOW,  and   BEN 

JONSON  (Poems  of).     With  Notes  and 
Memoirs  by  R.  Bell. 

GREGORY'S    (Dr.)    The   Evidences, 

Doctrines,  and  Duties  of  the  Christian  Re- 
ligion. 

GRIMM'S  Household  Tales.  With  the 
Original  Notes.  Trans,  by  Mrs.  A.  Hunt. 
Introduction  by  Andrew  Lang,  M.A.  2 

vols. 


GUIZOT'S  History  of  Representatlvs 
Government  in  Europe.  Trans,  by  A.  SL 
Scoble. 

English  Revolution  of  1640.  From 

the  Accession  of  Charles  I.  to  his  Death. 
Trans,  by  W.  Hazlitt.  Portrait. 

History  of  Civilisation.    From  the 

Roman  Empire  to  the  French  Revolution- 
Trans,  by  W.  Hazlitt.     Portraits.     3  vols. 

HALL'S  (Rev.  Robert)  Works  and 
Remains.  Memoir  by  Dr.  Gregory  and 
Essay  by  J.  Foster.  Portrait. 

HAUFF'S  Tales.  The  Caravan— Tke 
Sheikh  of  Alexandria  —  The  Inn  in  the 
Spessart.  Translated  by  Prof.  S.  MendeL 

HAWTHORNE'S  Tales.    3  vols. 

Vol.  I.— Twice-told  Tales,  and  the  Snow 
Image. 

Vol.  II.— Scarlet  Letter,  and  the  House 
with  Seven  Gables. 

Vol.  III. — Transformation,  and  Blithe- 
dale  Romance. 

HAZLJTTS  (W.)  Works.  7  vols. 

Table-Talk. 

The  Literature    of  the  Age   of 

Elizabeth  and  Characters  of  Shakespeare's 
Plays. 

English  Poets  and  English  Comic 

Writers. 

The  Plain  Speaker.    Opinions  on 

Books,  Men,  and  Things. 

Round    Table.      Conversations    of 

James  Northcote,  R.A.  ;   Characteristics. 

Sketches  and  Essays,  and  Winter- 
slow. 

Spirit    Of   the    Age;    or,   Contem- 
porary Portraits.      New  Edition,  by  W. 
Carew  Hazlitt. 

HEINE'S  Poems.  Translated  in  the 
original  Metres,  with  Life  by  E.  A.  Bow- 
ring,  C.B. 

Travel-Pictures.    The  Tour  in  the 

Harz,  Nprderney,  and  Book  of  Ideas,  t«- 

f  ether  with  the  Romantic  School.     Trans, 
y  F.  Storr.     With  Maps  and  Appendices. 

HOFFMANN'S  Works.  The  Serapion 
Brethren.  Vol.  I.  Trans,  by  Lt.-Col. 
Ewing.  [Vol.  II.  in  the  press. 

HOOPER'S     (G.)     Waterloo  :     The 

Downfall  of  the  First  Napoleon  :  a  His- 
tory of  the  Campaign  of  1815.  By  George 
Hooper.  With  Maps  and  Plans.  Neir 
Edition,  revised. 


BOHN'S  LIBRARIES. 


HUGO'S  (Victor)  Dramatic  Works. 

Hernani— RuyBlas— TheKing's  Diversion. 
Translated  by  Mrs.  Newton  Crosland  and 
F.  L.  Slous. 

Poems,  chiefly  Lyrical.     Collected  by 

H.  L.  Williams. 

HUNGARY :   its  History  and  Revo- 
lution, with  Memoir  of  Kossuth.    Portrait. 

HUTCHINSON    (Colonel).    Memoirs 

of.  By  his  Widow,  with  her  Autobio- 
graphy, and  the  Siege  of  Latbom  House. 
Portrait. 

IRVTNG'S    (Washington)    Complete 

Works.     15  vols. 
Life  and  Letters.    By  his  Nephew, 

Pierre   E.    Irving.      With    Index    and    a 

Portrait.     2  vols. 

JAMES'S  (G.  P.  R.)  Life  of  Richard 

Coeur  de  Lion.    Portraits  of  Richard  and 
Philip  Augustus.     2  vols. 
Louis  XIV.    Portraits.     2  vols. 

JAMESON    (Mrs .)     Shakespeare's 

Heroines.  Characteristics  of  Women.  By 
Mrs.  Jameson. 

JEAN  PAUL — Set  Richier. 

JOHNSON'S    Lives    of    the    Poets. 

Edited  by  R.  Napier.  f_/«  tfie  press. 

JONSON  (Ben).  Poems  of.— See  Greene. 

JOSEPHUS  (Flavius),  The  Works  of. 

Whiston's  Translation.  Revised  by  Rev. 
A.  R.  Shilleto,  M.A.  With  Topographical 
and  Geographical  Notes  by  Colonel  Sir 
C.  W.  Wilson,  K.C.B.  Vols.  i  to  3  con- 
taining  Life  of  Josephus'  and  the  Anti- 
quities of  the  Jews.  [Just  published. 
Vols.  IV.  and  V.  containing  the  Jewish 
War,  &c.  [Immediately. 

JUNIUS'S  Letters.  With  Woodfall's 
Notes.  An  Essay  on  the  Authorship.  Fac- 
similes of  Handwriting.  2  vols. 

LA  FONTAINE'S  Fables.  In  English 
Verse,  with  Essay  on  the  Fabulists.  By 
Elizur  Wright. 

LAMARTINE'S    The    Girondists,  or 

Personal  Memoirs   of  the   Patriots  of  the 
French   Revolution.     Trans,    by    H.    T. 
Ryde.     Portraits  of  Robespierre,  Madame 
'  Roland,  and  Charlotte  Corday.     3  vols. 

The    Restoration   of  Monarchy 

in   France  (a  Sequel  to  The  Girondists). 
5  Portraits.    4  vols. 

The  French  Revolution  of  1848. 

Portraits. 

LAMB'S  (Charles)  Ella  and  Eliana. 

Complete  Edition.    Portrait. 


LAMB'S     (Charles)     Specimens     of 

English  Dramatic  Poets  of  the  time  of 
Elizabeth.  Notes,  with  the  Extracts  from 
the  Garnck  Plays. 

Talfonrd's   Letters  of  Charles 

Lamb.  New  Edition,  by  W.  Carew 
Hazlitt.  2  vols. 

LANZI'S    History   of  Painting   In 

Italy,  from  the  Period  of  the  Revival  of 
the  Fine  Arts  to  the  End  of  the  i8th 
Century.  With  Memoir  of  the  Author. 
Portraits  of  Raffaelle,  Titian,  and  Cor- 
reggio,  after  the  Artists  themselves.  Trans, 
by  T.  Roscoe.  3  vols. 

LAPPENBERG'S  England  under  the 

Anglo-Saxon  Kings.  Trans. by  B.Thorpe, 
F.S.A.  2  vols. 

LESSING'S  Dramatic  Works.  Com- 
plete. By  E.  Bell,  M.A.  With  Memoir 
by  H.  Zimmern.  Portrait.  2  vols. 

Laokoon,  Dramatic  Notes,  and 

Representation  of  Death  by  the  Ancients. 
Frontispiece. 

LOCKE'S  Philosophical  Works,  con- 
taining Human  Understanding,  with  Bishop 
of  Worcester,  Malebranche's  Opinions,  Na- 
tural Philosophy,  Reading  and  Study. 
With  Preliminary  Discourse,  Analysis,  and 
Notes,  by  J.  A.  St.  John.  Portrait.  2  vols. 

Life  and  Letters,  with  Extracts  from 

his  Common-place  Books.  By  Lord  King 

LOCKHART  ( J.  G.)— See  Burns. 
LONSDALE  (Lord).— See  Carrel. 

LUTHER'S  Table-Talk.  Trans,  by  W. 
Hazlitt.  With  Life  by  A.  Chalmers,  and 
LUTHER'S  CATECHISM.  Portrait  after 
Cranach. 

Autobiography. — See  Michelet. 

MACHIAVELLI'S  History  of  Flo- 
rence, THE  PRINCE,  Savonarola,  Historical 
Tracts,  and  Memoir.  Portrait. 

MARLOWE.    Poems  of.—  See  Green*. 

MARTINEAU'S     (Harriet)    History 

of  England  (including  History  of  the  Peace) 
from  1800-1846.  5  vols. 

M EN Z EL'S  History  of  Germany, 
from  he  Earliest  Period  to  the  Crimean 
War.  Portraits.  3  vols. 

MICHELET'S    Autobiography    of 

Luther  Trans,  by  W.  Hazlitt.  With 
Notes. 

The  French    Revolution   to    the 

Flight  of  the  King  in  1791.     N.  S. 

MIGNET'S  The  French  Revolution, 
from  1789  to  1814.  Portrait  of  Napoleon. 


STANDARD  LIBRARY. 


MILTON'S  Prose  Works.  With  Pre- 
face, Preliminary  Remarks  by  J.  A.  St. 
John,  and  Index.  5  vols. 

Poetical  Works.  With  120  Wood 

Engravings.  2  vols. 

Vol.  I. — Paradise  Lost,  complete,  with 
Memoir,  Notes,  and  Index. 

Vol.  II. — Par.idise  Regained,  and  other 
Poems,  with  Verbal  Index  to  all  the  Poems. 

MITFORD'S  (Miss)  Our  Village. 
Sketches  of  Rural  Character  and  Scenery. 
z  Engravings,  a  vols. 

MOLIERE'S    Dramatic    Works.     Ij 

English  Prose,  by  C.  H.  Wall.     With  a    ! 
Life  and  a  Portrait.     3  vols. 

'  It  is  not  too  much  to  say  that  we  have    : 
here   probably  as  good  a    translation  of 
Moliere  as  can  be  given.' — Academy, 

MONTAGU.    Letters  and  Works  of 
Lady    Mary    Wortley    Montagu.       Lord    i 
Wharncliffe's  Third  Edition.     Edited  by 
W.  Moy  Thomas.     With  steel  plates.     2 
vols.     S.T.  each. 

MONTESQUIEU'S  Spirit  of  Laws. 
Revised  Edition,  with  D'Alembert's  Analy- 
sis, Notes,  and  Memoir..  2  vols. 

NEANDER   (Dr.  A.)    History  of  the 

Christian  Religion  and  Church.  Trans,  by 
J.  Torrey.  With  Short  Memoir.  10  vols. 

Life  of  Jesus  Christ,  in  its  His-    j 

torical  Connexion  and  Development. 

The  Planting  and  Training  of  ' 

the  Christian  Church  by  the  Apostles. 
With  the  Antignosricus,  or  Spirit  of  Ter- 
tullian.  Trans,  by  J.  E.  Ryland.  2  vols. 

Lectures     on     the    History    of 

Christian   Dogmas.    Trans,  by  J.  E.  Ry-    : 

land.     2  vols. 
Memorials  of  Christian  Life  in 

the  Early  and    Middle   Ages;    including    ; 

Light  in  Dark  Places.    Trans,  by  J.  E. 

Ryland. 

OCEXEY  (S.)    History  of  the  Sara- 
cens and  their  Conquests  in  Syria,  Persia, 
and    Egypt.      Comprising    the    Lives    of    ; 
Mohammed    and    his    Successors   to    the 
Death  of  Abdalmelik,  the  Eleventh  Caliph. 
By  Simon  Ockley,  B.D.,  Prof,  of  Arabic    ! 
in  Univ.  of  Cambridge.     Portrait  of  Mo- 
hammed. 

PASCAL'S  Thoughts.    Translated  from 
the    Text    of   M.   Auguste    Molinier    by    i 
C.  Kegan  Paul.     3rd  edition. 

PERCY'S  Rellques  of  Ancient  Eng- 
lish Poetry,  consisting  of  Ballads,  Songs, 
and  other  Pieces  of  our  earlier  Poets,  with 
some  tew  of  later  date.  With  Essay  on 
Ancient  Minstrels,  and  Glossary.  2  vols. 


PHTT.TP  DE  COMMUNES.  Memoirs 
of.  Containing  the  Histories  of  Louis  XI. 
and  Charles  VIII.,  and  Charles  the  Bold, 
Duke  of  Burgundy.  With  the  History  of 
Louis  XL,  by  J.  de  Troyes.  With  a  Life 
and  Notes  by  A,  R.  Scoble.  Portraits. 
2  vols. 

PLUTARCH'S  LIVES.  Newly  Trans- 
lated, with  Notes  and  Life,  by  A 
Stewart,  M.A.,  late  Fellow  of  Trinity 
College,  Cambridge,  and  G.  Long,  M.A. 
4  vols. 

POETRY  OF  AMERICA.  Selections 
from  One  Hundred  Poets,  from  1776  to 
1876.  With  Introductory  Review,  and 
Specimens  of  Negro  Melody,  by  W.  J. 
Lmton.  Portrait  of  W.  Whitman. 

RACINE'S  (Jean)  Dramatic  Works. 
A  metrical  English  version,  with  Bio- 
graphical notice.  By  R.  Bruce  BoswriL 
M.A.,  Oxon.  Vol.  I. 

Contents:  — The  Thebald —Alexander 
the  Great — Andromache— The  Litigants— 
Britannicus — Berenice. 

RANKE  (L.)  History  of  the  Popes, 
their  Church  and  State,  and  their  Conflicts 
with  Protestantism  in  the  i6th  and  i7tk 
Centuries.  Trans,  by  E.  Foster.  Portraits 
of  Julius  II.  (after  Raphael),  Innocent  X, 
(after  Velasquez),  and  Clement  VII.  (after 
Titian).  3  vols. 

History  of  Servia.    Trans,  by  Mrs. 

Kerr.  To  which  is  added,  The  Slave  Pro- 
vinces of  Turkey,  by  Cyprien  Robert. 

History  of  the  Latin  and  Teu- 
tonic Nations.  1494-1514.  Trans,  by 
P.  A.  Ashworth,  translator  of  Dr.  Gneist  s 
'  History  of  the  English  Constitution.' 

REUMONT  (Alfred  de).— See  Cara/at. 

REYNOLDS'  (Sir  J.)  Literary  Works. 
With  Memoir  and  Remarks  by  H.  W. 
Beechy.  2  vols. 

RICHTER  (Jean  Panl\  Levaaa, 
a  Treatise  on  Education  ;  together  with  th« 
Autobiography,  and  a  short  Memoir. 

Flower,  Fruit,  andThorn  Pieces, 

or  the  Wedded  Life,  Death,  and  Marriage 

of  Siebenkaes.  Translated  by  Alex.  Ewing. 

The  only  complete  English  translation. 

ROSCOE'S  (W.)  Life  of  Leo  X.,  with 

Notes,  Historical  Documents,  and  Disser- 
tation on  Lucretia  Borgia.  3  Portraits. 
2  vols. 

i_orenzo    de'  Medici,  called    'The 

Magnificent,'  with  Copyright  Notes, 
Poems,  Letters,  &c-  With  Memoir  of 
Roscoe  and  Portrait  of  Lorenzo. 

RUSSIA,  History  9f,  from  the 
earliest  Period  to  the  Crimean  War.  By 
W.  K.  Kelly.  3  Portraits,  a  vols. 


BONN'S  LIBRARIES. 


SCHILLER'S  "Works.    7  vols. 

Vol.  I.— History  of  theThirty  Years'  War. 
Rev.  A.  J.  W.  Morrison,  M.A.  Portrait. 
Vol.  II.— History  of  the  Revolt  in  the 
Netherlands,  the  Trials  of  Counts  Egmont 
and  Horn,  the  Siege  of  Antwerp,  and  the 
Disturbance  of  France  preceding  the  Reign 
cf  Henry  IV.  Translated  by  Rev.  A.  J.  W. 
Morrison  and  L.  Dora  Schmitz. 

Vol.  III.— Don  Carlos.     R.  D.  Boylan 
— Mary    Stuart.     Mellish  —  Maid  of  Or- 
leans.     Anna  Swanwick — Bride  of  Mes- 
sina.   A.  Lodge,  M.A.    Together  with  the 
Use  of  the  Chorus  in  Tragedy  (a  short 
Essay).     Engravings. 
These  Dramas  are  all  translated  in  metre. 
Vol.    IV. — Robbers — Fiesco — Love   and 
Intrigue — Demetrius — Ghost    Seer — Sport 
of  Divinity. 

The  Dramas  in  this  volume  are  in  prose. 
Vol.  V.— Poems.     E.  A.  Bowring,  C.B. 
Vol.  VI.— Essays,  jEsthetical  and  Philo- 
sophical, including  the  Dissertation  on  the 
Connexion  between  the  Animal  and  Spiri- 
tual in  Man. 

Vol.  VII.  — Wallenstein's  Camp.  J. 
Churchill.  —  Piccolomini  and  Death  of 
Wallenstein.  S.  T.  Coleridge.— William 
Tell.  Sir  Theodore  Martin,  K.C.B.,  LL.D. 

SCHILLER  and  GOETHE.  Corre- 
spondence between,  from  A.D.  1794-1805. 
With  Short  Notes  by  L.  Dora  Schmitz. 
2  vols. 

SCHLEGEL'S  (F.)  Lectures  on  the 
Philosophy  of  Life  and  the  Philosophy  of 
Language.  By  A.  J.  W.  Morrison. 

The  History  of  Literature,  Ancient 

and  Modern. 

The  Philosophy  of  History.  With 

Memoir  and  Portrait. 

Modern  History,  with  the  Lectures 

entitled  Czesar  and  Alexander,  and  The 
Beginning  of  our  History.  By  L.  Purcel 
and  R.  H.  Whitelock. 

—  Esthetic  and  Miscellaneous 
Works,  containing  Letters  on  Christian 
Art,  Essay  on  Gothic  Architecture,  Re- 
marks on  the  Romance  Poetry  of  the  Mid- 
dle Ages,  on  Shakspeare,  the  Limits  of  the 
Beautiful,  and  on  the  Language  and  Wis- 
dom of  the  Indians.  By  E.  J.  Millington. 

SCHLEGEL  (A.  W.)  Dramatic  Art 
and  Literature.  By  J.  Black.  With  Me- 
moir by  A.  J.  W.  Morrison.  Portrait. 

SCHUMANN  (Robert),  His  Life  and 
Works.  By  A.  Reissmann.  Trans,  by 
A.  L.  Alger. 

Early  Letters.    Translated  by  May 

Herbert. 

SHAKESPEARE'S  Dramatic  Art. 
The  History  and  Character  of  Shakspeare's 
Plays.  By  Dr.  H.  Ulrici.  Trans,  by  L. 
Dora  Schmitz.  2  vols. 

SHAKESPEARE  (William).  A 
Literary  Biography  by  Karl  Elze,  Ph.D., 
LL.Li.  Translated  by  L.  Dora  Schmitz.  5$. 


SHERIDAN'S  Dramatic  "Works.  With 

Memoir     Portrait  (after  Reynolds). 
SKEAT  (Rev.  W.  W.)—  See  Chaucer. 
SISMONDI'S  History  of  the  Litera- 
ture of  the  South  of  Europe.     With  Notes 
and  Memoir  by  T.  Roscoe.     Portraits  of 
Sismondi  and  Dante.     2  vols. 

The  specimens  of  early  French,  Italian, 
Spanish,  and  Portugese  Poetry,  in  English 
Verse,  by  Gary  and  others. 

SMITH'S  (Adam)  The  Wealth  of 
Nations.  An  Inquiry  into  the  Nature  and 
Causes  of.  Reprinted  from  the  Sixth 
Edition.  With  an  Introduction  by  Ernest 
Belfort  Bax.  2  vols. 

SMITH'S  (Adam)  Theory  of  Moral 
Sentiments  ;  with  Essay  on  the  First  For- 
mation of  Languages,  and  Critical  Memoir 
by  Dugald  Stewart. 

SMYTH'S  (Professor)  Lectures  on 
Modern  History ;  from  the  Irruption  of  the 
Northern  Nations  to  the  close  of  the  Ameri- 
can Revolution.  2  vols. 

Lectures  on  the  French  Revolu- 
tion. With  Index.  2  vols. 

SOUTHEY.— See  Ctnvjer,  Wesley,  and 
(Illustrated  Library)  Nelson. 

STURM'S  Morning  Communings 
with  God,  or  Devotional  Meditations  for 
Every  Day.  Trans,  by  W.  Johnstone,  M.A. 

SULLY.  Memoirs  of  the  Duke  of, 
Prime  Minister  to  Henry  the  Great.  With 
Notes  and  Historical  Introduction.  4  Por- 
traits. 4  vols. 

TAYLOR'S    (Bishop    Jeremy)    Holy 
Living  and  Dying,  with  Prayers,  contain- 
ing the  Whole  Duty  of  a  Christian  and  the 
Fa.rts  of  Devotion  fitted  to  all  Occasions, 
ortrait. 

THIERRY'S  Conquest  of  England  by 
the  Normans;  its  Causes,  and  its  Conse- 
quences in  England  and  the  Continent. 
By  W.  Hazlitt.  With  short  Memoir.  2  Por- 
traits. 2  vols. 

TROYE'S  (Jean  de).  —  See  Philip  de 
Commines. 

ULRICI  (Dr.)— See  Shakespeare. 

VASARI.  Lives  of  the  most  Eminent 
Painters,  Sculptors,  and  Architects.  By 
Mrs.  J.  Foster,  with  selected  Notes.  Por- 
trait. 6  vols.,  Vol.  VI.  being  an  additional 
Volume  of  Notes  by  J.  P.  Richter. 

WERNER'S  Templars  in  Cyprus. 
Trans,  by  E.  A.  M.  Lewis. 

WESLEY,  the  Life  of,  and  the  Rise 
and  Progress  of  Methodism.  By  Robert 
Southey.  Portrait.  5$. 

WHEATLEY.  A  Rational  Illustra- 
tion of  the  Book  of  Common  Prayer,  being 
the  Substance  of  everything  Liturgical  in 
all  former  Ritualist  Commentators  upon  the 
subject.  Frontispiece. 

YOUNG  (Arthur)  Travels  in  France. 
Edited  by  Miss  Betham  Edwards.  With 
a  Portrait. 


HISTORICAL  AND  PHILOSOPHICAL  LIBRARIES. 


HISTORICAL    LIBRARY. 

22  Volumes  at  y.  each.     (5?.  icw.  per  set.) 


EVELYITS  Diary  and  Correspond- 
dence,  with  the  Private  Correspondence  of 
Charles  I.  and  Sir  Edward  Nicholas,  and 
between  Sir  Edward  Hyde  (Earl  of  Claren- 
don) and  Sir  Richard  Browne.  Edited  from 


N.B. — This  edition  contains  130  letters 
from  Evelyn  and  his  wife,  contained  in  no 
other  edition. 

PEPYS'  Diary  and  Correspondence. 

With  Life  and  Notes,  by  Lord  Braybrooke. 
4  vols.  N.  S.  With  Appendix  containing 
additional  Letters,  an  Index,  and  31  En- 
gravings (after  Vandyke,  Sir  P.  Lely, 
Holbein  Kneller,  &c.). 


JESSE'S  Memoirs  of  the  Court  of 
England  under  the  Stuarts,  including  the 
Protectorate.  3  vols.  With  Index  and  42 
Portraits  (after  Vandyke,  Lely,  &c.). 

Memoirs  of  the  Pretenders  and 

their  Adherents.  7  Portraits. 

NU GENT'S  (Lord)  Memorials  of 
Hampden,  his  Party  and  Times.  With 
Memoir.  12  Portraits  (after  Vandyke 
and  others}. 

STRICKLAND'S  (Agnes)  Lives  of  the 
Queens  of  England  from  the  Norman 
Conquest.  From  authentic  Documents, 
public  and  private.  6  Portraits.  6  vols. 
N.  S. 

Life  of  Mary  Queen  of  Scots. 

a  Portraits.  2  vols. 

Lives  of  the  Tudor  and  Stuart 

Princesses.  With  2  Portraits. 


PHILOSOPHICAL   LIBRARY. 

17  Vols.  at  $s.  each,  excepting  these  marked  otherwise.     (3/.  igs.per  set.) 


BACON'S  Novum  Organum  and  Ad- 

vancement  of  Learning.  With  Notes  by 
J.  Devey,  M.A. 

B AX.     A  Handbook  of  the  History 

of  Philosophy,  for  the  use  of  Students. 
By  E.  Belfort  Bax,  Editor  ef  Kant's 

1  Prolegomena.'     5*. 

COMTE'S  Philosophy  of  the  Sciences. 
An  Exposition  of  the  Principles  of  the 
Cmtrs  de  Philosofhie  Positive.  By  G.  H. 
Lewes,  Author  of  '  The  Life  of  Goethe.' 

DRAPER  (Dr.  J.  W.)  A  History  of 
the  Intellectual  Development  of  Europe. 

2  vols. 

HEGEL'S  Philosophy  of  History.  By 
J.  Sibree,  M.A. 

KANT'S  Critique  of  Pure  Reason. 
By  J.  M.  D.  Meiklejohn. 

Prolegomena  and  Metaphysical 

Foundations  of  Natural  Science,  with  Bio- 
graphy and  Memoir  by  E.  Belfort  Bax. 
Portrait. 


LOGIC,  or  the  Science  of  Inference. 
A  Popular  Manual.     By  J.  Devey. 

MILLER  (Professor).    History  Philo- 

sophically Illustrated,  from  the  Fall  of  the 
Roman  Empire  to  the  French  Revolution. 
With  Memoir.  4  vols.  3*  .  6d. 


SCHOPENHAUER  on  the  Fourfold 

Root  of  the  Principle  of  Sufficient  Reason, 
and  on  the  Will  in  Nature.  Trans,  from 
the  German. 

SPINOZA'S  Chief  Works.  Trans,  with 
Introduction  by  R.  H.  M.  Elwes.  2  v»ls. 

Vol.   I.  —  Tractatus  Theologico-PoKtJcus 
—Political  Treatise. 

Vol.   II.  —  Improvement  of  the  Under- 
standing —  Ethics  —  Letters. 

TENNEMANN'S  Manual  of  the  His- 
tory of  Philosophy.  Trans,  by  Rev.  A. 
Johnson,  M.A. 


BOHtfS  LIBRARIES. 


THEOLOGICAL    LIBRARY. 

15  Vols.  at  $s.  each,  excepting  those  marked  otherwise.     (3/.  13^.  6d.  per  set.) 


BLEEK.     Introduction  to    the   Old 

Testament.  By  Friedrich  Bleek.  Trans, 
under  the  supervision  of  Rev.  E.  Venables, 
Residentiary  Canon  of  Lincoln.  2  vols. 

CHILLINGWORTH'S    Religion    of 

Protestants,     y.  dd. 

EUSEBIUS.     Ecclesiastical  History 

of  Eusebius  Pamphilius,  Bishop  of  Caesar ea. 
Trans,  by  Rev.  C.  F.  Cruse,  M.A.  With 
Notes,  Life,  and  Chronological  Tables. 

EVAGRIUS.    History  of  the  Church. 

— See  Theodoret. 

HARD  WICK.  History  of  the  Articles 

of  Religion ;  to  which  is  added  a  Series  of 
Documents  from  A.D.  1536  to  A.D.  1615. 
Ed.  by  Rev.  F.  Proctor. 

HENRY'S  (Matthew)  Exposition  of 

the  Book  of  Psalms.    Numerous  Woodcuts. 

PEARSON  (John,  D.D.)    Exposition 

of  the  Creed.  Edit,  by  E.  Walford,  M.A. 
With  Notes,  Analysis,  and  Indexes. 


PHILO-JUD.aEUS,    Works    of.     The 

Contemporary  of  Josephus.  Trans,  by 
C.  D.  Yonge.  4  vols. 

PHILOSTORGIUS.    Ecclesiastical 

History  of. — See  Sozomen. 

SOCRATES'   Ecclesiastical  History. 

Comprising  a  History  of  the  Church  from 
Constantino,  A.D.  305,  to  the  38th  year  of 
Theodosius  II.  With  Short  Account  of 
the  Author,  and  selected  Notes. 

SOZ  OMEN'S  Ecclesiastical  History. 
A.D.  324-440.  With  Notes,  Prefatory  Re- 
marks by  Valesius,  and  Short  Memoir. 
Together  with  the  ECCLESIASTICAL  His 
TORY  OF  PHILOSTORGIUS,  as  epitomised  by 
Photius.  Trans,  by  Rev.  E.  Walford,  M.A. 
With  Notes  and  brief  Life. 

THEODORET  and  EVAGRIUS.  His- 
tories  of  the  Church  from  A.D.  332  to  the 
Death  of  Theodore  of  Mopsuestia,  A.D. 
427  ;  and  from  A.D.  431  to  A.D.  544.  With 
Memoirs. 

WIESELER'S   (Karl)   Chronological 

Synopsis  of  the  Four  Gospels.  Trans,  by 
Rev.  Canon  Venables. 


ANTIQUARIAN    LIBRARY. 

35  Vols.  at  5*.  each.     (8/.  15^.  per  set.) 


ANGLO-SAXON   CHRONICLE.  -  See 

Bede. 
ASSER'S  Life  of  Alfred — See  Six  O.  E. 

Chronicles. 
BEDE'S    (Venerable)    Ecclesiastical 

History  of  England.  Together  with  the 
ANGLO-SAXON  CHRONICLE.  With  Notes, 
Short  Life,  Analysis,  and  Map.  Edit,  by 
J.  A.  Giles,  D.C.L. 

BOETHIUS'S  Consolation  of  Philo- 
sophy. King  Alfred's  Anglo-Saxon  Ver- 
sion of.  With  an  English  Translation  on 
opposite  pages,  Notes,  Introduction,  and 
Glossary,  by  Rev.  S.  Fox,  M.A.  To 
which  is  added  the  Anglo-Saxon  Version  of 
the  METRES  OF  BOETHIUS,  with  a  free 
Translation  by  Martin  F.  Tupper,  D.C.L. 

BRAND'S     Popular    Antiquities    of 

England,  Scotland,  and  Ireland.  Illus- 
trating the  Origin  of  our  Vulgar  and  Pro- 
vincial Customs,  Ceremonies,  and  Super- 
stitions. By  Sir  Henry  Ellis,  K.H.,  F.R.S. 
Frontispiece.  3  vols. 


CHRONICLES    of  the    CRUSADES. 

Contemporary  Narratives  of  Richard  Coeur 
de  Lion,  by  Richard  of  Devizes  and  Geof- 
frey de  Vmsauf;  and  of  the  Crusade  at 
Saint  Louis,  by  Lord  John  de  Joinville. 
With  Short  Notes.  Illuminated  Frontis- 
piece from  an  old  MS. 

DYER'S  (T.  F.  T.)    British  Popular 

Customs,  Present  and  Past.  An  Account 
of  the  various  Games  and  Customs  asso- 
ciated with  different  Days  of  the  Year  in 
the  British  Isles,  arranged  according  to  thi 
Calendar.  By  the  Rev.  T.  F.  Thiselton 
Dyer,  M.A. 

EARLY  TRAVELS  IN  PALESTINE. 

Comprising  the  Narratives  of  Arculf, 
Willibald,  Bernard,  Sswulf,  Sigurd,  Ben- 
jamin of  Tudela,  Sir  John  Maundeville, 
De  la  Brocquiere,  and  Maundrell ;  all  un- 
abridged. With  Introduction  and  Notes 
by  Thomas  Wright.  Map  of  Jerusalem. 


A  A'77<2  UAR1AN  LIBRAR  Y. 
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P.T.T.T«  (G.)  Specimens  of  Early  En- 
glish Metrical  Romances,  relating  to 
Arthur,  Merlin,  Guy  of  Warwick,  Richard 
Coeur  de  Lion,  Charlemagne,  Roland,  &c. 
&c.  With  Historical  Introduction  by  J.  O. 
Halliwell,  F.R.S.  Illuminated  Frontis- 
piece from  an  old  MS. 

ETHEL  WERD,  Chronicle  of.— See 
Six  O.  E.  Chronicles, 

FLORENCE    OF    WORCESTER'S 

Chronicle,  with  the  Two  Continuations  : 
comprising  Annals  of  English  History 
from  the  Departure  of  the  Romans  to  the 
Reign  of  Edward  I.  Trans.,  with  Notes, 
by  Thomas  Forester,  M.A. 

GEOFFREY    OF    MONMOUTH. 

Chronicle  of. — See  Six  O.  E.  Chronicles. 

GESTA  ROMANORUM,  or  Enter- 
taining Moral  Stories  invented  by  the 
Monks.  Trans,  with  Notes  by  the  Rev. 
Charles  Swan.  Edit,  by  W.  Hooper,  M.A.  I 

GILD  AS.  Chronicle  of.— See  Six  O.  E. 
Chronicles. 

GffiALDTJS  CAMBRENSIS'  Histori- 
cal Works.  Containing  Topography  of 
Ireland,  and  History  of  the  Conquest  of 
Ireland,  by  Th.  Forester,  MA.  Itinerary 
through  Wales,  and  Description  of  Wales, 
by  Sir  R.  Colt  Hoare. 

HENRY  OF  HUNTINGDON'S  His- 
tory of  the  English,  from  the  Roman  In- 
vasion to  the  Accession  of  Henry  II.  ; 
with  the  Acts  of  King  Stephen,  and  the 
Letter  to  Walter.  By  T.  Forester,  M.A. 
Frontispiece  from  au  old  MS. 

INGULPH'S  Chronicles  of  the  Abbey 
of  Croyland,  with  the  CONTINUATION  by 
Peter  of  Blois  and  others.  Trans,  with 
Notes  by  H.  T.  Riley,  B.A. 

KEIGHTLEY'S  (Thomas)  Fairy  My- 
thology, illustrative  of  the  Romance  and 
Superstition  of  Various  Countries.  Frontis- 
piece bv  Cruikshank. 

LEPSIUS'S  Letters  from  Egypt, 
Ethiopia,  and  the  Peninsula  of  Sinai ;  to 
which  are  added,  Extracts  from  his 
Chronology  of  the  Egyptians,  with  refer- 
ence to  the  Exodus  of  the  Israelites.  By 
L.  and  J.  B.  Horner.  Maps  and  Coloured 
View  of  Mount  Barkal. 

MALLET'S  Northern  Antiquities,  or 
an  Historical  Account  of  the  Manners, 
Customs,  Religions,  and  Literature  of  the 
Ancient  Scandinavians.  Trans,  by  Bishop 
Percy.  With  Translation  of  the  PROSE 
EDDA,  and  Notes  by  J.  A.  Blackwell. 
Also  an  Abstract  of  the  '  Eyrbyggia  Saga  ' 
by  Sir  Walter  Scott.  With  Glossary 
and  Coloured  Frontispiece. 


MARCO  POLO'S  Travels ;  with  Notes 
and  Introduction.  Edit,  by  T.  Wright. 

MATTHEW  PARIS'S  English  His- 
tory, from  1235  to  1273.  By  Rev.  J.  A. 
Giles,  D.C.L.  With  Frontispiece.  3vols. — 
See  also  Roger  of  Wtndover. 

MATTHEW    OF    WESTMINSTER'S 

Flowers  of  History,  especially  such  as  re- 
late to  the  affairs  of  Britain,  from  the  be- 
ginning of  the  World  to  A.D.  1307.  By 
C.  D.  Yonge.  2  vols. 

NENNIUS.  Chronicle  of.— See  Six 
O.  £.  C/ironiclei. 

ORDERICUS  VTTALIS'  Ecclesiastical 

History  of  England  and  Normandy.  With 
Notes,  Introduction  of  Guizot,  and  the 
Critical  Notice  of  M.  Delille,  by  T. 
Forester,  M.A.  To  which  is  added  the 
CHRONICLE  OF  St.  EVROULT.  With  Gene- 
ral and  Chronological  Indexes.  4  vols. 

FAULTS  (Dr.  R.)  Life  of  Alfred  the 
Great.  To  which  is  appended  Alfred's 
ANGLO-SAXON  VERSION  OF  OROSILTS.  With 
literal  Translation  interpaged,  Notes,  and 
an  ANGLO-SAXON  GRAMMAR  and  Glossary, 
by  B.  Thorpe,  Esq.  Frontispiece, 

RICHARD    OF    CIRENCESTER. 

Chronicle  of.— See  Six  O.  E.  Chronicles. 

ROGER  DE  HOVEDEN'S  Annals  of 

English  History,  comprising  the  History 
of  England  and  of  other  Countries  of  Eu- 
rope from  A.D.  732  to  A.D.  1201.  With 
Notes  by  H.  T.  Riley,  B.A.  2  vols. 

ROGER  OF  WENDOVER'S  Flowers 
of  History,  comprising  the  History  of 
England  from  the  Descent  of  the  Saxons  to 
A.D.  1235,  formerly  ascribed  to  Matthew 
Paris.  With  Notes  and  Index  by  J.  A. 
Giles,  D.C.L.  2  vols. 

SIX  OLD  ENGLISH  CHRONICLES  : 

vu.,  Asser's  Life  of  Alfred  and  the  Chroni 
cles  of  Ethelwerd,  Gildas,  Nennius,  Geof- 
frey of  Monmouth,  and  Richard  of  Ciren- 
cester.  Edit.,  with  Notes,  by  J.  A.  Giles, 
D.C.L.  Portrait  of  Alfred. 

WILLIAM     OF     MALMESBTJRY'S 

Chronicle  of  the  Kings  of  England,  from 
the  Earliest  Period  to  King  Stephen.  By 
Rev.  J.  Sharp*.  With  Notes  by  J.  A. 
Giles,  D.C.L.  Frontispiece. 

YULE-TIDE  STORIES.  A  Collection 
of  Scandinavian  and  North-German  Popu- 
lar  Talfti  and  Traditions,  from  the  Swedish, 
Danish,  and  German.  Edit,  by  B.  Thorp*. 


BOHtTS  LIBRARIES. 


ILLUSTRATED    LIBRARY. 

84  Voh.  at  5^.  each,  excepting  those  marked  otherwise.     (2O/.  l8.f.  6d.  per  sd.) 


ALLEN'S  (Joseph,  R.N.)  Battles  of 

the  British  Navy.  Revised  edition,  with 
Indexes  of  Names  and  Events,  and  57  Por- 
traits and  Plans.  2  vols. 

ANJJERSEN'S   Danish   Fairy  Tales. 

By  Caroline  Peachey.  With  Short  Life 
and  120  Wood  Engravings. 

ARIOSTO'S     Orlando     Furioso.     In 

English  Verse  by  W.  S.  Rose.  With  Notes 
and  Short  Memoir.  Portrait  after  Titian, 
and  24  Steel  Engravings.  2  vols. 

BECHSTEIN'S  Cage   and   Chamber 

Birds  :  their  Natural  History,  Habits,  &c. 
Together  with  SWEET'S  BRITISH  WAR- 
BLERS. 43  Coloured  Plates  and  Woodcuts. 

BONOMI'S  Nineveh  and  its  Palaces. 

The  Discoveries  of  Bptta  and  Layard 
applied  to  the  Elucidation  of  Holy  Writ. 
7  Plates  and  294  Woodcuts. 

BUTLER'S  Hudibras,  with  Variorum 
Notes  and  Biography.  Portrait  and  28 
Illustrations. 

CATTERMOLE'S  Evenings  at  Had- 
don  Hall.  Romantic  Tales  of  the  Olden 
Times.  With  24  Steel  Engravings  after 
Cattermole. 

CHINA,  Pictorial,  Descriptive,  and 

Historical,  with  some  account  of  Ava  and 
the  Burmese,  Siam,  and  Anam.  Map,  and 
nearly  100  Illustrations. 

CRADX'S  (G.  L.)  Pursuit  of  Know- 
ledge under  Difficulties.  Illustrated  by 
Anecdotes  and  Memoirs.  Numerous  Wood- 
cut Portraits. 

CRUIKSHANK'S  Three  Courses  and 

a  Dessert ;  comprising  three  Sets  of  Tales, 
West  Country,  Irish,  and  Legal ;  and  a 
Melange.  With  50  Illustrations  by  Cruik- 
shank. 

Punch  and  Judy.    The  Dialogue  of 

the  Puppet  Show ;  an  Account  of  its  Origin, 
&c.  24  Illustrations  and  Coloured  Plates 
by  Cruikshank. 

DIDRON'S   Christian   Iconography ; 

a  History  of  Christian  Art  in  the  Middle 
Ages.  By  the  late  A.  N.  Didron.  Trans. 
by  E.  J.  Millington,  and  completed,  with 
Additions  and  Appendices,  by  Margaret 
Stokes.  2  vols.  With  numerous  Illustrations. 

Vol.  I.  The  History  of  the  Nimbus,  the 
Aureole,  and  the  Glory ;  Representations 
ef  the  Persons  of  the  Trinity. 

Vol.  II.  The  Trinity ;  Angels ;  Devils ; 
The  Soul ;  The  Christian  Scheme.  Appen- 
dices. 


DANTE,  in  English  Verse,  by  I.  C.  Wright, 
M.A.  With  Introduction  and  Memoir. 
Portrait  and  34  Steel  Engravings  after 
Flaxman. 

DYER  (Dr.  T.  H.)  Pompeii:  its  Build- 
ings  and  Antiquities.  An  Account  of  the 
City,  with  full  Description  of  the  Remains 
and  Recent  Excavations,  and  an  Itinerary 
for  Visitors.  By  T.  H.  Dyer,  LL.D. 
Nearly  300  Wood  Engravings,  Map,  and 
Plan.  7s.  dd. 

Rome :    History    of   the    City,    with 

Introduction  on  recent  Excavations.  8 
Engravings,  Frontispiece,  and  2  Maps. 

GI;L    BLAS.     The   Adventures   of. 

From  the  French  of  Lesage  by  Smollett. 
24  Engravings  after  Smirke,  and  10  Etch- 
ings by  Cruikshank.  612  pages.  6s. 

GRIMM'S  Gammer  Grethel;  or,  Ger- 
man Fairy  Tales  and  Popular  Stories, 
containing  42  Fairy  Tales.  By  Edgar 
Taylor.  Numerous  Woodcuts  after  Cruik- 
shank and  Ludwig  Grimm.  3.5.  6d. 

HOLBEIN'S    Dance    of    Death   and 

Bible  Cuts.  Upwards  of  150  Subjects,  en- 
graved in  facsimile,  with  Introduction  and 
Descriptions  by  the  late  Francis  Douce 
and  Dr.  Dibdin. 

HOWITTS  (Mary)  Pictorial  Calen- 
dar of  the  Seasons  ;  embodying  AIKIN'S 
CALENDAR  OF  NATURE.  Upwards  of  100 
Woodcuts. 

INDIA,  Pictorial,   Descriptive,   and 

Historical,  from  the  Earliest  Times.  100 
Engravings  on  Wood  and  Map. 

JESSE'S  Anecdotes  of  Dogs.  With 
40  Woodcuts  after  Harvey,  Bewick,  and 
others ;  and  34  Steel  Engravings  after 
Cooper  and  Landseer. 

KING'S  (C.  W.)    Natural  History  of 

Gems  or  Decorative  Stones.  Illustra- 
tions. 6s. 

Natural     History    of    Precious 

Stones  and  Metals.     Illustrations.     6s. 

KITTO'S  Scripture  Lands.  Described 
in  a  series  of  Historical,  Geographical, 
and  Topographical  Sketches.  42  coloured 
Maps. 

KRUMMACHER'S  Parables.  40  Illus- 
trations. 

LINDSAY'S  (Lord)  Letters  on  Egypt, 
Edom,  and  the  Holy  Land.  36  Wood 
Engravings  and  2  Maps. 


ILLUSTRATED  LIBRARY. 


LODGE'S    Portraits    of    Illustrious 

Personages  of  Great  Britain,  with  Bio- 
graphical and  Historical  Memoirs.  240 
Portraits  engraved  on  Steel,  with  the 
respective  Biographies  unabridged.  Com- 
plete in  8  vols. 

LONGFELLOW'S    Poetical    Works, 

including  his  Translations  and  Notes.  24 
full-page  Woodcuts  by  Birket  Foster  and 
others,  and  a  Portrait. 

Without  the  Illustrations,  y.  6d. 

Prose  Works.     With  16   fall-page 

Woodcuts  by  Birket  Foster  and  others. 

LOUDOITS  (Mrs.)  Entertaining  Na- 
turalist. Popular  Descriptions,  Tales,  and 
Anecdotes,  of  more  than  500  Animals. 
Numerous  Woodcuts. 

MARRY  ATS  (Capt.,  R.N.)  Master- 
man  Ready  ;  or,  the  Wreck  of  the  Pacific. 
(Written  for  Young  People.)  With  93 
Woodcuts,  y.  6J. 

Mission;  or,  Scenes  in  Africa. 

(Written  for  Young  People.)  Illustrated 
by  Gilbert  and  Dalziel.  y.  6d. 

Pirate  and  Three  Cutters.   (Writ- 
ten for  Young  People.)    With  a  Memoir. 
8  Steel  Engravings  after  Clarkson  Stan- 
field,  R.A.     3*.  6d. 

Privateersman.    Adventures  by  Sea 

and    Land    One     Hundred    Years    Ago. 
(Written  for  Young  People.)     8  Steel  En- 
gravings,    y.  dd. 

Settlers  in  Canada.    (Written  for 

Young  People.)    10  Engravings  by  Gilbert 
and  Dalziel.     y.  6d. 

Poor    Jack.     (Written    for    Young 

People.)    With  16  Illustrations  after  Clark- 
son  Stanfield,  R.A.     3*.  6d. 

Midshipman    Easy.     With  8  full- 
page  Illustrations.     Small  post  8vo.  31.  &/. 

Peter  Simple.   With  8 full-page  Illus- 
trations.    Small  post  8vo.  3*.  (>d. 

MAXWELL'S  Victories  of  Welling- 
ton and  the  British  Annies.  Frontispiece 
and  4  Portraits. 

MICHAEL  ANGELO  and  RAPHAEL, 

Their  Lives  and  Works.  By  Duppa  and 
Quatremere  de  Quincy.  Portraits  and 
Engravings,  including  the  Last  Judgment, 
and  Cartoons. 

MILLER'S  History  of  the  Anglo- 
Saxons,  from  the  Earliest  Period  to  the 
Norman  Conquest.  Portrait  of  Alfred,  Map 
of  Saxon  Britain,  and  12  Steel  Engravings. 

MTJDEE'S  History  of  British  Birds. 
Revised  by  W.  C.  L.  Martin.  52  Figures  of 
Birds  and  7  coloured  Plates  of  Eggs. 
2  vols. 


NAVAL    and   MILITARY    HEROES 

of  Great  Britain  ;  a  Record  of  British 
Valour  on  every  Day  in  the  year,  from 
William  the  Conqueror  to  the  Battle  of 
Inkermann.  By  Major  Johns,  R.M.,  and 
Lieut.  P.  H.  Nicolas,  R.M.  Indexes.  24 
Portraits  after  Holbein,  Reynolds,  &c.  6s. 


History  of  the  Jesuits  : 
their  Origin,  Progress,  Doctrines,  and  De- 
signs. 8  Portraits. 

PETRARCH'S    Sonnets,    Triumphs, 

and  other  Poems,  in  English  Verse.  With 
Life  by  Thomas  Campbell.  Portrait  and 
15  Steel  Engravings. 

PICKERING'S  History  of  the  Races 

of  Man,  and  their  Geographical  Distribu- 
tion ;  with  AN  ANALYTICAL  SYNOPSIS  OF 
THE  NATURAL  HISTORY  OF  MAN.  By  Dr. 
Hall.  Map  of  the  World  and  12  coloured 
Plates 

PICTORIAL     HANDBOOK     OP 

Modern  (ieography  on  a  Popular  Plan. 
Compiled  from  the  best  Authorities,  English 
and  Foreign,  by  H.  G.  Bohn.  130  Wood- 
cuts and  51  coloured  Maps. 

-  Without  the  Maps,  y.  6J. 

POPE'S  Poetical  Works,  including 
Translations.  Edit.,  with  Notes,  by  R. 
Carruthers.  2  vols. 

-  Homer's    Iliad,    with    Introdnction 
and   Notes  by  Rev.  J.  S.  Watson,  M.A. 
With  Flaxman's  Designs. 

-  Homer's  Odyssey,  with  the  BATTLK 
OF  FROGS  AND  MICK,  Hymns,    &c.,  fcy 
other  translators  including  Chapman.     In- 
troduction and   Notes  by  J.   S.  Watson, 
M.A.    With  Flaxman's  Designs. 

-  Life,   including  many  of  his  Letters. 
By  R-  Carruthers.  Numerous  Illustrations. 

POTTERY    AND    PORCELAIN,    and 

other  objects  of  Vertu.  Comprising  an 
Illustrated  Catalogue  of  the  Beraal  Col- 
lection, with  the  prices  and  names  of  the 
Possessors.  Also  an  Introductory  Lecture 
on  Pottery  and  Porcelain,  and  an  Engraved 
List  of  all  Marks  and  Monograms.  By 
H.  G.  Bohn.  Numerous  Woodcuts. 

-  With  coloured  Illustrations,  10*.  6d. 

PROTJTS  (Father)  Reliques.  Edited 
by  Rev.  F.  Mahony.  Copyright  edition, 
with  the  Author's  last  corrections  and 
additions.  21  Etchings  by  D.  MacKse, 
R.A.  Nearly  600  pages. 

RECREATIONS  IN  SHOOTING.  With 
some  Account  of  the  Game  found  in  the 
British  Isles,  and  Directionsfor  the  Manage- 
ment of  Dog  and  Gun.  By  'Craven.'  62 
Woodcuts  and  9  Steel  Engravings  after 
A.  Cooper,  R.A. 


BOHWS  LIBRARIES. 


RENNIE.  Insect  Architecture.  Re- 
vised by  Rev.  J.  G.  Wood,  M.A.  186 
Woodcuts. 

ROBINSON  CRUSOE.  With  Memoir  of 
Defoe,  12  Steel  Engravings  and  74  Wood- 
cuts after  Stothard  and  Harvey. 

Without  the  Engravings,  v-  6J- 

ROME  IN  THE  NINETEENTH  CEN- 
tury.  An  Account  in  1817  of  the  Ruins  :f 
the  Ancient  City,  and  Monuments  of  Modern 
Times.  By  C.  A.  Eaton.  34  Steel  En- 
gravings. 2  vols. 

SHARPE  (S.)    The  History  of  Egypt, 

from  the  Earliest  Times  till  the  Conquest 
by  the  Arabs,  A.D.  640.  2  Maps  and  up- 
wards of  400  Woodcuts.  2  vols. 

SOUTHEY'S    Life   of  Nelson.    With 

Additional  Notes,  Facsimiles  of  Nelson's 
Writing,  Portraits,  Plans,  and  50  Engrav- 
ings, after  Birket  Foster,  &c. 

STARLING'S  (Miss)  Noble  Deeds  of 

Women;  or,  Examples  of  Female  Courage, 
Fortitude,  and  Virtue.  With  14  Steel  Por- 
traits. 

STUART  and  REVETT'S  Antiquities 

of  Athens,  and  other  Monuments  of  Greece  ; 
with  Glossary  of  Terms  used  in  Grecian 
Architecture.  71  Steel  Plates  and  numerous 
Woodcuts. 

SWEET'S  British  Warblers.  55.— See 

Bechstein. 

TALES    OF    THE    GENII ;    or,    the 

Delightful  Lessons  of  Horam,  the  Son  of 
Asmar.  Trans,  by  Sir  C.  Morrell.  Numer- 
ous Woodcuts. 


TASSO'S    Jerusalem    Delivered.    In 

English  Spenserian  Verse,  with  Life,  by 
J.  H.  Wiffen.  With  8  Engravings  and  24 
Woodcuts. 

WALKER'S  Manly  Exercises;  con- 
taining Skating,  Riding,  Driving,  Hunting, 
Shooting,  Sailing,  Rowing,  Swimming,  &c. 
44  Engravings  and  numerous  Woodcuts. 

W ALTON'S  Complete  Angler,  or  the 

Contemplative  Man's  Recreation,  by  Izaak 
Walton  and  Charles  Cotton.  With  Me- 
moirs and  Notes  by  E.  Jesse.  Also  an 
Account  of  Fishing  Stations,  Tackle.  &c., 
by  H.  G.  Bohn.  Portrait  and  203  Wood- 
cuts, and  26  Engravings  on  Steel. 

Livesof  Donne, Wotton,  Hooker, 

&c.,  with  Notes.  A  New  Edition,  re- 
vised by  A.  H.  Bullen,  with  a  Memoir 
of  Izaak  Walton  by  William  Dowling.  6 
Portraits,  6  Autograph  Signatures,  &c. 

WELUNGTON,  Life  of.  From  the 
Materials  of  Maxwell.  18  Steel  En- 
gravings. 

Victories  of.— See  Maxwell. 

WESTROPP  (H.  M.)  A  Handbook  of 

Archaeology,  Egyptian,  Greek,  Etruscan, 
Roman.  By  H.  M.  Westropp..  Numerous 
Illustrations. 

WHITE'S   Natural   History  of  Sel- 

borne,  with  Observations  on  various  Parts 
of  Nature,  and  the  Naturalists'  Calendar. 
Sir  W.  Jardine.  Edit.,  with  Notes  and 
Memoir,  by  E.  Jesse.  40  Portraits  and 
coloured  Plates. 


CLASSICAL   LIBRARY. 

TRANSLATIONS  FROM  THE  GREEK  AND  LATIN. 
103  Vols.  at  5J.  each,  excepting  those  marked  otherwise.     (2$l.  45.  6J.  per  set.) 

JESCHYLUS,    The    Dramas    of.     In 

English  Verse  by  Anna  Swanwick.     4th 
edition. 


The  Tragedies  of.    In  Prose,  with 

Notes  and  Introduction,  by  T.  A.  Buckley, 
B.A.     Portrait.     31.  fxi. 

AMMIANUS  MARCELLINUS.  His- 
tory  of  Rome  during  the  Reigns  of  Con- 
stantius,  Julian,  Jovianus.Valentinian,  and 
Valens,  by  C.  D.  Yonge,  B.A.  Double 
volume.  71.  6d. 


ANTONINUS     (M.     Aurelius),     The 

Thoughts  of.  Translated  literally,  with 
Notes,  Biographical  Sketch,  and  Essay  on 
the  Philosophy,  by  George  Long,  M.A. 
y.  6d, 

AFC  LLONIUS  RHODIUS.  '  The  Ar- 
gonautica.'  Translated  by  E  P.  Coleridge. 

Al  UT.EIUS,  The  Works  of.  Com- 
prising the  Golden  Ass,  God  of  Socrates, 
Florida,  and  Discourse  of  Magic.  With 
a  Metrical  Version  of  Cupid  and  Psyche, 
and  Mrs.  Tighe's  Psyche.  Frontis 
piece. 


CLASSICAL  LIBRARY. 


ARISTOPHANES'  Comedies.    Trans., 
with  Notes  and  Extracts  from  Frere's  and 
other  Metrical  Versions,  by  W.  J.  Hickie.    j 
Portrait.     2  vols. 

ARISTOTLE'S  Nicomachean  Ethics. 
Trans.,  with  Notes,  Analytical   Introduc- 
tion, and  Questions  for  Students,  by  Ven.    ;• 
Archdn.  Browne. 

Politics  and  Economics.    Trans., 

with  Notes,  Analyses,  and  Index,  by  E. 
Walford,  M.A.,  and  an  Essay  and  Life  by 
Dr.  Gillies. 

Metaphysics.     Trans.,  with  Notes,    ; 

Analysis,  and  Examination  Questions,  by    j 
Rev.  John  H.  M'Mahon,  M.A. 

History  of  Animals.  In  Ten  Books. 

Trans.,    with    Notes  and    Index,   by    R. 
Cresswell,  M.A. 

Organon ;  or,  Logical  Treatises,  and 

the  Introduction  of  Porphyry.   With  Notes, 
Analysis,  and    Introduction,  by   Rev.  O. 
F.  Owen,  M.A.     2  vols.    y.  6d.  each. 

Rhetoric  and  Poetics.  Trans.,  with 

Hobbes'  Analysis,  Exam.  Questions,  and 
Notes,  by  T.  Buckley,  B.A.  Portrait. 

ATHENJEUS.  The  Deipnosophists ; 
or,  the  Banquet  of  the  Learned.  By  C.  D. 
Yonge,  B.A.  With  an  Appendix  of  Poeti- 
cal Fragments.  3  vols. 

ATLAS  of  Classical  Geography.    22 

large  Coloured  Maps.  With  a  complete 
Index.  Imp.  SVG.  jt.  6d. 

BION.— See  Theocritus. 

C.&SAR.  Commentaries  on  the 
Gallic  and  Civil  Wars,  with  the  Supple- 
mentary Books  attributed  to  Hirtius,  in- 
cluding the  complete  Alexandrian,  African, 
and  Spanish  Wars.  Trans,  with  Notes. 
Portrait. 

CATULLUS,  Tibtdlus,  and  the  Vigil 

of  Venus.  Trans,  with  Notes  and  Bio- 
graphical Introduction.  To  which  are 
added,  Metrical  Versions  by  Lamb, 
Grainger,  and  others.  Frontispiece. 

CICERO'S  Orations.  Trans,  by  C.  D. 
Yonge,  B.A.  4  vols. 

On  Oratory  and  Orators.    With 

Letters  to  Quintus  and  Brutus.  Trans., 
with  Notes,  by  Rev.  J.  S.  Watson,  M.A. 

On  the  Nature  of  the  Gods,  Divi- 
nation,  Fate,  Laws,  a  Republic,  Consul- 
ship.   Trans.,  with  Notes,  by  C.  D.  Yonge. 
B.A. 

Academics,  De  Finibus,  and  Tuscu- 

lan  Questions.  By  C.  D.  Yonge,  B.A. 
With  Sketch  of  the  Greek  Philosophers 
mentioned  by  Cicero. 


CICERO'S  Orations. — Continued. 

Offices ;     or,     Moral     Duties,       Cato 

Major,  an  Essay  on  Old  Age ;  Laelius,  an 
Essay  on    Friendship ;    Scipio's    Dream ; 
Paradoxes ;   Letter  to  Quintus  on  Magis- 
trates.   Trans.,  with  Notes,  by  C.  R.  Ed- 
monds.    Portrait,     v-  &d- 

DEMOSTHENES'  Orations.  Trans., 
with  Notes,  Arguments,  a  Chronological 
Abstract,  and  Appendices,  by  C.  Rann 
Kennedy.  5  vols. 

DICTIONARY  of  LATIN  and  GREEK 

Quotations  ;  including  Proverbs,  Maxims, 
Mottoes,  Law  Terms  and  Phrases.  With 
the  Quantities  marked,  and  English  Trans- 
lations. With  Index  Verborum  ((at  pages). 

Index  Verborum  to  the  above,  with  the 

Quantities  and  Accents  marked  (56  pages), 
limp  cloth,     is. 

DIOGENES  LAERTTUS.  Lives  and 
Opinions  of  the  Ancient  Philosophers. 
Trans.,  with  Notes,  by  C.  D.  Yonge,  B.A. 

EPICTETUS.  The  Discourses  of. 
With  the  Encheiridion  and  Fragments. 
With  Notes,  Life,  and  View  of  his  Phile- 
sophy,  by  George  Long,  M.A. 

EURIPIDES.  Trans.,  with  Notes  and  In- 
troduction, by  T.  A.  Buckley,  B.A.  Por- 
trait. 2  Vols. 

GREEK  ANTHOLOGY.  In  English 
Prose  by  G.  Barges,  M.A.  With  Metrical 
Versions  by  Bland,  Merivale,  Lord  Den- 
man,  &c. 

GREEK  ROMANCES  of  Heliodorus, 

Longus,  and  Achilles  Tatius;  viz.,  The 
Adventures  of  Theagenes  and  Chariclea; 
Amours  of  Daphnis  and  Chloe  ;  and  Loves 
of  Clitopho  and  Leucippe.  Trans.,  with 
Notes,  by  Rev.  R.  Smith,  M.A. 

HERODOTUS.  Literally  trans,  by  Rev. 
Henry  Gary,  M.A.  Portrait. 

H  ESI  Op,    CALLIMACHUS,    and 

Theognis.  In  Prose,  with  Notes  and 
Biographical  Notices  by  Rev.  J.  Banks, 
M.A.  Together  with  die  Metrical  Ver- 
sions of  Hesiod,  by  Elton ;  Callimachus, 
by  Tytler ;  and  Theognis,  by  Frere. 

HOMER'S  Iliad.  In  English  Prose,  with 
Notes  by  T.  A.  Buckley,  B.A.  Portrait. 

Odyssey,     Hymns,     Epigrams,    and 

Battle  of  the  Frogs  and  Mice.     In  English 
Prose,  with  Notes  and  Memoir  by  T.  A. 
Buckley,  B.A. 

HORACE.  In  Prose  by  Smart,  with  Notes 
selected  by  T.  A.  Buckley,  B.A.  Por- 
trait,  y.  6d. 

JULIAN  THE  EMPEROR.  By  the 
Rev.  C.  W.  King,  M.A. 
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BONN'S  LIBRARIES. 


JUSTIN,   CORNELIUS  NEPOS,  and 

Eutropius.  Trans.,  with  Notes,  by  Rev. 
J.  S.  Watson,  M.A. 

JUVENAL,     PERSIUS,     SULPICIA, 

and  Lucilius.  In  Prose,  with  Notes, 
Chronological  Tables^  Arguments,  by  L. 
Evans,  M.A.  To  which  is  added  the  Me- 
trical Version  of  Juvenal  and  Persius  by 
Gifford.  Frontispiece. 

LIVY.  The  History  of  Rome.  Trans, 
by  Dr.  Spillan  and  others.  4  vols.  Por- 
trait. 

LUCAN'S  Pharsalia.  In  Prose,  with 
Notes  by  H.  T.  Riley. 

i,UCIAN'S  Dialogues  of  the  Gods, 

of  the  Sea  Gods,  and  of  the  Dead.  Trans, 
by  Howard  Williams,  M.A. 

LUCRETIUS.  In  Prose,  with  Notes  and 
Biographical  Introduction  by  Rev.  J.  S. 
Watson,  M.A.  To  which  is  added  the 
Metrical  Version  by  J.  M.  Good. 

MARTIAL'S  Epigrams,  complete.  In 
Prose,  with  Verse  Translations  selected 
from  English  Poets,  and  other  sources. 
Dble.  vol.  (670  pages).  7$.  6d. 

fO.O8CUVS.-See  Theocritus. 

OVID'S  Works,  complete.  In  Prose, 
with  Notes  and  Introduction.  3  vols. 

PAUSANIAS'  Description  of  Greece. 

Translated  into  English,  with  Notes  and 
Index.  By  Arthur  Richard  Shilleto,  M.  A., 
sometime  Scholar  of  Trinity  College,  Cam- 
bridge. 2  vols. 

PHALARIS.  Bentley's  Dissertations 
upon  the  Epistles  of  Phalaris,  Themisto- 
cles,  Socrates,  Euripides,  and  the  Fables 
of  JEsop.  With  Introduction  and  Notes 
by  Prof.  W.  Wagner,  Ph-D. 

PINDAR.  In  Prose,  with  Introduction 
and  Notes  by  Dawspn  W.  Turner.  To- 
gether with  the  Metrical  Version  by  Abra- 
ham Moore.  Portrait. 

PLATO'S  Works.  Trans.,  with  Intro- 
duction and  Notes.  6  vols. 

Dialogues.  A  Summary  and  Analysis 

of.  With  Analytical  Index  to  the  Greek 
text  of  modern  editions  and  to  the  above 
translations,  by  A.  Day,  LL.D. 

PLAUTUS'S  Comedies.  In  Prose,  with 
Notes  and  Index  by  H.  T.  Riley,  B.A. 

2  VOlS. 

PLINY'S  Natural  History.  Trans., 
with  Notes,  by  J.  Bostock,  M.D.,  F.R.S., 
and  H.  T.  Riley,  B.A.  6  vols. 

PLINY.  The  Letters  of  Pliny  the 
Younger.  Melmoth's  Translation,  revised, 
with  Notes  and  short  Life,  by  Rev.  F.  C. 
T.  Bosanquet,  M.A. 


PLUTARCH'S  Morals.  Theosophical 
Essays.  Trans,  by  C.  W.  King,  M.A. 

Ethical  Essays.     Trans,   by  A.  R. 

Shilleto,  M.A. 

Lives.    See  page  7. 

PROPERTIUS,  The  Elegies  of.  With 
Notes,  Literally  translated  by  the  Rev.  P. 
J.  F.  Gantillon,  M.A.,  with  metrical  ver- 
sions of  Select  Elegies  by  Nott  and  Elton. 
3$.  6d. 

QUINTILIAN'S  Institutes  of  Oratory. 

Trans.,    with     Notes    and     Biographical 
Notice,    by    Rev.    J.    S.    Watson,   M.A. 

2  VOlS. 

SALLUST,  FLORUS,  and  VELLEIUS 

Paterculus.     Trans.,  with  Notes  and  Bio- 
graphical Notices,  by  J.  S.  Watson,  M.A. 

SENECA  DE  BENEFICUS.  Newly 
translated  by  Aubrey  Stewart,  M.A. 
y.  6d. 

SENECA'S  Minor  Essays.  Translated 
by  A.  Stewart,  M.A. 

SOPHOCLES.    The  Tragedies  of.    In 

Prose,  with  Notes,  Arguments,  and  Intro- 
duction.    Portrait. 

STRABO'S  Geography.  Trans.,  with 
Notes,  by  W.  Falconer,  M.A.,  and  H.  C. 
Hamilton.  Copious  Index,  giving  Ancient 
and  Modern  Names.  3  vols. 

SUETONIUS'  Lives  of  the  Twelve 
Caesars  and  Lives  of  the  Grammarians. 
The  Translation  of  Thomson,  revised,  with 
Notes,  by  T.  Forester. 

TACITUS.  The  Works  of.  Trans., 
with  Notes.  2  vols. 

TERENCE  and  PHJEDRUS.  In  Eng- 
lish Prose,  with  Notes  and  Arguments,  by 
H.  T.  Riley,  B.A.  To  which  is  added 
Smart's  Metrical  Version  of  Phaedrus. 
With  Frontispiece. 

THEOCRITUS,     BION,    MOSCHUS, 

and  Tyrtaeus.  In  Prose,  with  Notes  and 
Arguments,  by  Rev.  J.  Banks,  M.A.  To 
which  are  appended  the  METRICAL  VER- 
SIONS of  Chapman.  Portrait  of  Theocritus. 
THUCYDIDES.  The  Peloponnesian 
War.  Trans.,  with  Notes,  by  Rev.  H. 
Dale.  Portrait.  2  vols.  3.1.  fid.  each. 

TYRTJEUS.— See  Theocritus. 

VIRGH..  The  Works  of.  In  Prose, 
with  Notes  by  Davidson.  Revised,  with 
additional  Notes  and  Biographical  Notice, 
by  T.  A.  Buckley,  B.A.  Portrait,  y.  6d. 

XENOPHON'S  Works.  Trans.,  with 
Notes,  by  J.  S.  Watson,  M.A.,  and  others. 
Portrait.  In  3  vols. 


COLLEGIATE  SERIES  AND  SCIENTIFIC  LIBRARY, 


COLLEGIATE     SERIES. 

10  Vols.  at  5-r.  each.     (2/.  IOJ.  per  set.) 


DANTE.  The  Inferno.  Prose  Trans., 
with  the  Text  of  the  Original  on  the  same 
page,  and  Explanatory  Notes,  by  John 
A.  Carlyle,  M.D.  Portrait. 

The  Purgatorio.    Prose  Trans.,  with 

the  Original  on  the  same  page,  and  Ex- 
planatory Notes,  by  W.  S.  Dugdale. 

NEW  TESTAMENT  (The)  in  Greek. 
Griesbach's  Text,  with  the  Readings  of 
Mill  and  Scholz  at  the  foot  of  the  page,  and 
Parallel  References  in  the  margin.  Als_o  a 
Critical  Introduction  and  Chronological 
Tables.  Two  Fac-slmiles  of  Greek  Manu- 
scripts. 650  pages,  y .  6d. 

or  bound  up  with  a  Greek  and  English 

Lexicon  to  the  New  Testament  (250  pages 
additional,  making  in  all  goo).     $s. 

The  Lexicon    may  be  had   separately, 
price  zs. 

DOBREE'S  Adversaria.  (Notes  on  the 
Greek  and  Latin  Classics.)  Edited  by  the 
late  Prof.  Wagner.  2  vols. 


DONALDSON  (Dr.)    The  Theatre  of 

the  Greeks.  With  Supplementary  Treatise 
on  the  Language,  Metres,  and  Prosody  of 
the  Greek  Dramatists.  Numerous  Illus- 
trations and  3  Plans.  By  J.  W.  Donald- 
son, D.D. 

KEIGHTLEY'S  (Thomas)  Mythology 
of  Ancient  Greece  and  Italy.  Revised  by 
Leonhard  Schmitz,  Ph.D.,  LL.D.  ix 
Plates. 

HERODOTUS,   Notes   on.     Original 

and  Selected  from  the  best  Commentators. 
By  D.  W.  Turner,  M.A.  Coloured  Map. 

Analysis  and  Summary  of)  with 

a  Synchronistical  Table  of  Events — Tables 
of  Weights,  Measures,  Money,  and  Dis- 
tances—  an  Outline  of  the  History  and 
Geography — and  the  Dates  completed  from 
Gaisford,  Baehr,  &c.  By  J.  T.  Wheeler. 

THUCYDIDES.  An  Analysis  and 
Summary  of.  With  Chronological  Table 
of  Events,  &c.,  by  J.  T.  Wheeler. 


SCIENTIFIC    LIBRARY. 

51  Vols.  at  5.;.  each,  excepting  those  marked  otherwise.     (l3/.  9-f.  dd.  per  set.) 
GASSIZ    and    GOULD.    Outline  of       BRIDGEWATER    TREATISES. 


AGASSIZ    and   GOULD.    Outline  of  i 

Comparative     Physiology    touching     the 
Structure  and  Development  of  the  Races 
of  Animals  livingand  extinct.     For  Schools    i 
and  Colleges.     Enlarged  by  Dr.  Wright.    | 
With  Index  and  300  Illustrative  Woodcuts. 


BOLLEY'S    Manual    of   Technical 

Analysis ;  a  Guide  for  the  Testing  and  ! 
Valuation  of  the  various  Natural  and 
Artificial  Substances  employed  in  the  Arts 
and  Domestic  Economy,  founded  on  the 
work  of  Dr.  Bolley.  Edit,  by  Dr.  Paul, 
loo  Woodcuts. 

BRIDGEWATER  TREATISES. 

Bell  (Sir  Charles)  on  the  Hand ; 

its  Mechanism  and  Vital  Endowments,  as 
evincing  Design.  Preceded  by  an  Account 
of  the  Author's  Discoveries  in  the  Nervous 
System  by  A.  Shaw.  Numerous  Woodcuts. 

Kirby  on   the  History,  Habits, 

and  Instincts  of  Animals.  With  Notes  by 
T.  Rymer  Jones.  100  Woodcuts,  a  vols. 

Whew  ell's    Astronomy    and 

General  Physics,  considered  with  reference 
to  Natural  Theology.  Portrait  of  the  Earl 
of  Bridgewater.  ji.  £d. 


BRIDGEWATER    TREATISES.- 

Contin-utd. 

Chalmers  on  the  Adaptation  of 

External  Nature  to  the  Moral  and  Intel- 
lectual Constitution  of  Man.   With  Memoir 
by  Rev.  Dr.  Gumming.     Portrait. 

Pr  out's  Treatise  on  Chemistry, 

Meteorology,  and  the  Function  of  Diges- 
tion, with  reference  to  Natural  Theology. 
Edit,  by  Dr.  J.  W.  Griffith.  2  Maps. 

Buckland's  Geology  and  Miner- 
alogy. With  Additions  by  Prof.  Owen, 
Prof.  Phillips,  and  R.  Brown.  Memoir  of 
Buckland.  Portrait.  2  vols.  155.  Vol.  I. 
Text.  Vol.  II.  90  large  plates  with  letter- 
press. 

Rpget's  Animal   and  Vegetable 

Physiology.     463  Woodcuts.     2  vols.     6*. 
each. 

Kidd  on  the  Adaptation  of  Ex- 
ternal Nature  to  the  Physical  Condition  of 
Man.     y.  64. 

CARPENTER'S  (Dr.  W.  B.)  Zoology, 
A  Systematic  View  of  the  Structure,  Ha- 
bits, Instincts,  and  Uses  of  the  principal 
Families  of  the  Animal  Kingdom,  and  of 
the  chief  Forms  of  Fossil  Remains.  Re- 
vised by  W.  S.  Dallas,  F.L.S.  Numerous 
Woodcuts.  2  vols.  6s.  each. 
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BOffATS  LIBRARIES. 


CARPENTER'S  Works.— Continued, 

Mechanical  Philosophy,  Astro- 
nomy, and  Horology.  A  Popular  Expo- 
sition. 181  Woodcuts. 

Vegetable  Physiology  and  Sys- 
tematic Botany.  A  complete  Introduction 
to  the  Knowledge  of  Plants.  Revised  by 
E.  Lankester,  M.D.,  &c.  Numerous 
Woodcuts.  6s. 

Animal  Physiology.  Revised  Edi- 
tion. 300  Woodcuts.  6s. 

CHEVREUL  on  Colour.  Containing 
the  Principles  of  Harmony  and  Contrast 
of  Colours,  and  their  Application  to  the 
Arts  ;  including  Painting,  Decoration, 
Tapestries,  Carpets,  Mosaics,  Glazing, 
Staining,  Calico  Printing,  Letterpress 
Printing,  Map  Colouring,  Dress,  Land- 
scape and  Flower  Gardening,  &c.  Trans, 
by  C.  Martel.  Several  Plates. 

With  an  additional  series  of  16  Plates 

in  Colours,  7.1.  6d. 

ENNEMOSER'S    History   of  Magic. 

Trans,  by  W.  Howitt.  With  an  Appendix 
of  the  most  remarkable  and  best  authenti- 
cated Stories  of  Apparitions,  Dreams, 
Second  Sight,  Table-Turning,  and  Spirit- 
Rapping,  &c.  2  vols. 

HIND'S  Introduction  to  Astronomy. 

With  Vocabulary  of  the  Terms  in  present. 
use.  Numerous  Woodcuts.  3$.  6d. 

HOGG'S  (Jabez)  Elements  of  Experi- 
mental and  Natural  Philosophy.  Being 
an  Easy  Introduction  to  the  Study  of 
Mechanics,  Pneumatics,  Hydrostatics, 
Hydraujics,  Acoustics,  Optics,  Caloric, 
Electricity,  Voltaism,  and  Magnetism. 
400  Woodcuts. 

HUMBOLDT'S  Cosmos;   or,  Sketch 

of  a  Physical  Description  of  the  Universe. 
Trans,  by  E.  C.  Otte,  B.  H.  Paul,  and 
W.  S.  Dallas,  F.L.S.  Portrait.  5  vols. 
y.  fid.  each,  excepting  vol.  v.,  55. 

Personal  Narrative  of  his  Travels 

in  America  during  the  years  1799-1804. 
Trans.,  with  Notes,  by  T.  Ross.  3  vols. 

Views  of  Nature ;  or,  Contem- 
plations of  the  Sublime  Phenomena  of 
Creation,  with  Scientific  Illustrations. 
Trans,  by  E.  C.  Otte. 

HUNT'S  (Robert)  Poetry  of  Science  ; 

or,  Studies  of  the  Physical  Phenomena  of 
Nature.  By  Robert  Hunt,  Professor  at 
the  School  of  Mines. 

JOYCE'S     Scientific    Dialogues.     A 

Familiar  Introduction  to  the  Arts  and 
Sciences.  For  Schools  and  Young  People. 
Numerous  Woodcuts. 

JOYCE'S  Introduction  to  the  Arts 

and  Sciences,  for  Schools  and  Young 
People.  Divided  into  Lessons  with  Ex- 
amination Questions.  Woodcuts.  31.  6d. 


JUKES-BROWNE'S  Student's  Hand- 
book of  Physical  Geology.  By  A.  J. 
Jukes-Browne,  of  the  Geological  Survey  of 
England.  With  numerous  Diagrams  and 
Illustrations,  6s. 

The   Student's     Handbook    of 

Historical   Geology.      By  A.    J.    Jukes- 
Brown,   B.A.,    F.G.S.,   of  the  Geological 
Survey  of  England    and    Wales.      With 
numerous  Diagrams  and  Illustrations.    6s. 

The    Building    of    the    British 

Islands.     A  Study  In  Geographical  Evolu- 
tion.    By  A     J.    Jukes-Browne,    F.G.S. 
^s.  6d. 

KNIGHTS  (Charles)  Knowledge  la 
Power.  A  Popular  Manual  of  Political 
Economy. 

LILLY.  Introduction  to  Astrology. 
With  a  Grammar  of  Astrology  and  Tables 
for  calculating  Nativities,  by  Zadkiel. 

MANTELL'S  (Dr.)  Geological  Ex- 
cursions  through  the  Isle  of  Wight  and 
along  the  Dorset  Coast.  Numerous  Wood- 
cuts and  Geological  Map. 

Petrifactions  and  their  Teach- 
ings. Handbook  to  the  Organic  Remains 
in  the  British  Museum.  Numerous  Wood- 
cuts. 6s. 

Wonders  of  Geology ;  or,  a 

Familiar  Exposition  of  Geological  Pheno- 
mena. A  coloured  Geological  Map  of 
England,  Plates,  and  200  Woodcuts,  a 
vols.  7$.  6d.  each. 

SCHOUW'S  Earth,  Plants,  and  Man. 
Popular  Pictures  of  Nature.  And  Ko- 
bell's  Sketches  from  the  Mineral  Kingdom. 
Trans,  by  A.  Henfrey,  F.R.S.  Coloured 
Map  of  the  Geography  of  Plants. 

SMITH'S  (Pye)  Geology  and  Scrip- 
ture ;  or,  the  Relation  between  the  Scriptures 
and  Geological  Science.  With  Memoir. 

STANLEY'S  Classified  Synopsis  of 
the  Principal  Painters  of  the  Dutch  and 
Flemish  Schools,  including  an  Account  of 
some  of  the  early  German  Masters.  By 
George  Stanley. 

STAUNTON'S  Chess  Works.  —  See 
page  21. 

STOCK  HARDT'S  Experimental 
Chemistry.  A  Handbook  for  the  Study 
of  the  Science  by  simple  Experiments. 
Edit,  by  C.  W.  Heaton,  F.C.S.  Nu- 
merous Woodcuts. 

URE'S  (Dr.  A.)  Cotton  Manufacture 
of  Great  Britain,  systematically  investi- 
gated ;  with  an  Introductory  View  of  its 
Comparative  State  in  Foreign  Countries. 
Revised  by  P.  L.  Simmonds.  150  Illus- 
trations. 2  vols. 

—  Philosophy  of  Manufactures, 
or  an  Exposition  of  the  Scientific,  Moral, 
and  Commercial  Economy  of  the  Factory 
System  of  Great  Britain.  Revised  by 
P.  L.  Simmonds.  Numerous  Figures. 
800  pages,  js .  f>d. 


REFERENCE  LIBRARY. 


ECONOMICS   AND   FINANCE. 

GELBART'S  History,  Principles,  and  Practice  of  Banking.    Revised  to  iS8i  fcy 
A.  S.  Michie,  of  the  Royal  Bank  of  Scotland.    Portrait  of  Gilbart.    2  vok.    i«.    tf.S. 


REFERENCE   LIBRARY. 

30  Volumes  at  Various  Prices.     (9?.  ^s.  per  set.) 


BLAIR'S  Chronological  Tables. 
Comprehending  the  Chronology  and  His- 
tory of  the  World,  from  the  Earliest  Times 
to  the  Russian  Treaty  of  Peace,  April  1856. 
By  J.  W.  Rosse.  800  pages,  lot. 

Index  of  Dates.  Comprehending 

the  principal  Facts  in  the  Chronology  and 
History  of  the  World,  from  the  Earliest  to 
the  Present,  alphabetically  arranged;  being 
a  complete  Index  to  the  foregoing.  'By 
J.  W.  Rosse.  2  vols.  5*.  each. 

BOHN'S    Dictionary  of  Quotations 

from  the  English  Poets.  4th  and  cheaper 
Edition.  6s. 

BOND'S  Handy-book  of  Roles  and 
Tables  for  Verifying  Dates  with  the  Chris- 
tian Era.  4th  Edition. 

BUCHANAN'S  Dictionary  of  Science 

and  Technical  Terms  used  in  Philosophy, 
Literature,  Professions,  Commerce,  Arts, 
and  Trades.  By  W.  H.  Buchanan,  with 
Supplement.  Edited  by  Jas.  A.  Smith.  6*. 

CHRONICLES  OF  THE  TOMBS.     A 

Select  Collection  of  Epitaphs,  with  Essay 
on  Epitaphs  and  Observations  on  Sepul- 
chral Antiquities.  By  T.  J.  Pettigrew, 
F.R.S.,  F.S.A.  5*. 

CLARK'S    (Hugh)    Introduction    to 

Heraldry.    Revised  by  J.  R.  Plancb.6.    5*. 

950  Illustrations. 

With  tht  Illustrations  cohntrtd,  iy. 

COINS,  Manual  of.— Set  Humphrey*. 

COOPER'S  Biographical  Dictionary. 

Containing  concise  notices  of  upwards  of 
15,000  eminent  persons  of  all  ages  and 
countries.  2  vols.  5.1.  each. 

DATES,  Index  of.— See  Blair. 

DICTIONARY  of  Obsolete  and  Pro- 
vincial English.  Containing  Words  from 
English  Writers  previous  to  the  ipth 
Century.  By  Thomas  Wright,  M.A.. 
F.S.A. ,  &c.  2  vols.  y.  each. 

EPIGRAMMATISTS  (The).  A  Selec- 
tion from  the  Epigrammatic  Literature  »f 
Ancient,  Mediaeval,  and  Modern  Times. 
With  Introduction,  Notes,  Observations, 
Illustrations,  an  Appendix  on  Works  con- 
nected with  Epigrammatic  Literature, 
by  Rev.  H.  Dodd,  M.A.  6*. 


GAMES,  Handbook  of.  Comprising 
Treatises  on  above  40  Games  of  Chance, 
Skill,  and  Manna*  Dexterity,  including 
Whist,  Billiards,  &c.  Edit,  by  Henry  G. 
Bohn.  Numerous  Diagrams.  5*. 

HENFREY'S  Guide  to  English 
Coins.  Revised  Edition,  by  C.  F.  Keary 
M.A.,  F.S.A.  With  an  Historical  Intro-' 
duction.  6s. 

HUMPHREYS'  Coin  Collectors' 
Manual.  An  Historical  Account  of  the 
Progress  of  Coinage  from  the  Earliest 
Time,  by  H.  N.  Humphreys.  140  Illus- 
trations. 2  vols.  55 .  each. 

LOWNDES'  Bibliographer's  Manual 
of  English  Literature.  Containing  an  Ac- 
count of  Rare  and  Curious  Books  pub- 
lished in  or  relating  to  Great  Britain  and 
Ireland,  from  the  Invention  of  Printing, 
with  Biographical  Notices  and  Prices, 
by  W.  T.  Lowndes.  Parts  I  .-X.  (A  to  Z), 
3*.  6d.  each.  Part  XI.  {Appendix  Vol.). 
5*.  Or  the  n  parts  m  4  vols.,  half 
morocco,  2/.  zj. 

MEDICINE,  Handbook  of  Domestic, 
Popularly  Arranged.  By  Dr.  H.  Davies. 
700  pages.  y. 

NOTED      NAMES      OF      FICTION. 

Dictionary  of.  Including  also  Familiar 
Pseudonyms,  Surnames  bestowed  on  Emi- 
nent Men,  &c.  By  W.  A  Wheeler,  M.A.  y. 

POLITICAL     CYCLOPEDIA.      A 

Dictionary  of  Political,  Constitutional, 
Statistical,  and  Forensic  Knowledge  : 
forming  a  Work  of  Reference  on  subjects 
of  Civil  Administration,  Political  Economy, 
Finance,  Commerce,  Laws,  and  Social 
Relations.  4  vols.  y.  €d.  each. 

PROVERBS,  Handbook  Of.  Con- 
taining an  entire  Republication  of  Ray's 
Collection,  with  Additions  from  Foreign 
Languages  and  Sayings,  Sentences, 
Maxims,  and  Phrases,  y. 

A  Polyglot  of  Foreign.  Com- 
prising French,  Italian,  German,  Dutch, 
Spanish,  Portuguese,  and  Danish.  With 
English  Translations,  y. 

SYNONYMS  and    ANTONYMS;   or, 

Kindred  Words  and  their  Opposites,  Col- 
lected and  Contrasted  by  Ven.  C.  J. 
Smith,  M.A.  y. 

"WRIGHT  (Th.)—  See  DLtionary. 
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BOHN'S  LIBRARIES. 


NOVELISTS'    LIBRARY. 

13  Volumes  at  $s.  6J.  eac/t,  excepting  those  marked  otherwise,    (zl.  8s.  6d.  per  set.) 


BJoRNSON'S  Arne  and  the  Fisher 

Lassie.     Translated  from  the  Norse  with 
an  Introduction  by  W.  H.  Low,  M.A. 

BURNEY'S  Evelina ;  or,  a  Young 
Lady's  Entrance  into  the  World.  By  F. 
Burney  (Mme.  D'Arblay).  Wjth  Intro- 
duction and  Notes  by  A.  R.  Ellis,  Author 
of '  Sylvestra,'  &c. 

Cecilia.       With     Introduction    and 

Notes  by  A.  R.  Ellis.     2  vols. 

DE    STAEL.      Corinne    or    Italy. 

By    Madame    de    Stael.      Translated    by 
Emiiy  Baldwin  and  Paulina  Driver. 

EBERS'  Egyptian  Princess.  Trans, 
by  Emma  Buchheim. 


FIELDING'S   Joseph   Andrews  and 

his  Friend  Mr.  Abraham  Adams.  With 
Roscoe's  Biography.  CruikshanK 's  Illus- 
trations. 

Amelia.  Roscoe's  Edition,  revised. 

Cruikshank's  Illustrations.  *,s. 

History  of  Tom  Jones,  a  Found- 
ling. Roscoe's  Edition.  Cruikshank't 
Illustrations.  2  vols. 

GROSSI'S  Marco  Visconti.  Trans, 
by  A.  F.  D. 

MANZONI.  The  Betrothed :  being 
a  Translation  of  '  I  Promessi  Sposi.' 
Numerous  Woodcuts,  i  vol.  S.T. 

STOWE  (Mrs.  H.  B.)     Uncle  Tom's 

Cabin  ;  or,  Life  among  the  Lowly.  8  full- 
page  Illustrations. 


ARTISTS'    LIBRARY. 

9  Vohimes  at  Various  Prices.     (zL  8/.  dd.  per  set.) 


BELL  (Sir  Charles).  The  Anatomy 
and  Philosophy  of  Expression,  as  Con- 
nected with  the  Fine  Arts.  $s. 

DEMMIN.  History  of  Arms  and 
Armour  from  the  Earliest  Period.  By 
Auguste  Demmin.  Trans,  by  C.  C. 
Black,  M.A.,  Assistant  Keeper,  S.  K. 
Museum.  1900  Illustrations.  7;.  dd. 

FAIRHOLT'S  Costume  in  England. 

Third  Edition.  Enlarged  and  Revised  by 
the  Hon.  H.  A.  Dillon,  F.S.A.  With 
more  than  700  Engravings.  2  vols.  5$. 
each. 

Vol.  I.  History.     Vol.  II.  Glossary. 

FLAXMAN.    Lectures  on  Sculpture. 

With  Three  Addresses  to  the  R.A.  by  Sir 

R.    Wes-tmacott,    R.A.,   and    Memoir    o 

Pkutrnan.  Portrait  and  5 3  Plates.   6s.  N.S. 


HE  A  TON'S    Concise    History    of 

Painting.  New  Edition,  revised  by 
W.  Cosmo  Monkhouse.  5*. 

LECTURES    ON    PAINTING    by   the 

Royal  Academicians,  Barry,  Opie,  Fuseli. 
With  Introductory  Essay  and  Notes  by 
R.  Wornum.  Portrait  of  Fuseli. 

LEONARDO    DA   VINCI'S   Treatise 

on  Painting.  Trans,  by  J.  F.  Rigaud,  R.A. 
With  a  Life  and  an  Account  of  his  Works 
by  J.  W.  Brown.  Numerous  Plates.  5$. 

PLANCHE'S    History    of    British 

Costume,  from  the  Earliest  Time  to  the 
loth  Century.  By  J.  R.  Planche.  400 
Illustrations.  51. 


LIBRARY    OF    SPORTS    AND   GAMES. 

7    Volumes  at  $s.  eath.     (\l.  ijr.  per  set.) 


BOHN'S     Handbooks    of    Athletic 
Sports.     In  4  vols.  [/»  the  press. 

Vol.  I.— Cricket,  by  Hon.  and  Rev.  E. 
Lyttelton  ;  Lawn  Tennis,  by  H.  W.  Wilber- 
force ;  Tennis  and  Rackets,  by  Julian 
Marshall;  Golf,  by  W.  T.  Linskill :  Cy- 
cling, by  H.  H.  Griffin. 

Vol.  II.— Rowing  and  Sculling,  by  W. 
B.  Woodgate  ;  Sailing,  by  E.  F.  Knight ; 
Swimming,  by  Martin  Cobbett. 

Vol.  III.— Athletics,  by  H.  H.  Griffin  ; 
Rugby  Football,  by  Harry  Vassall ;  Asso- 
ciation Football,  by  C.W.  Alcock  ;  Skating, 
by  Douglas  Adams ;  Lacrosse,  by  E.  T. 
Sachs ;  Hockey,  by  F.  S.  Cresswell. 

Vol.  IV.— Boxing,  by  R.  G.  Allanson- 
Winn  ;  Single  Stick  and  Sword  Exercise, 
by  R.  G.  AHanson-Winn  and  C.  Phillipps 
Wolley :  Gymnastics,  by  A.  F.  Jenkin  ; 
Wrestling,  by  Walter  Armstrong ;  Fencing, 
by  H.  A.  Colmore  Dunn. 

BOHN'S  Handbooks  of  Games.    New 
Edition.     2  volumes. 

Vol.  I.  TABLE  GAMES,  y. 
Contents  :  — Billiards,  with  Pool,  Pyra- 
mids, and  Snooker,  by  Major-Gen.  A.  W. 
Drayson,  F.R.A.S.,  with  a  preface  by 
W.  J.  Peall— Bagatelle,  by  '  Berkeley  '— 
Chess,  by  R.  F.  Green— Draughts,  Back- 
gammon, Dominoes,  Solitaire,  Reversi, 
Go  Bang,  Rouge  et  noir,  Roulette,  E.O., 
Hazard,  Faro,  by  '  Berkeley." 

Vol.  II.  CARD  GAMES.    [In  the  press. 

Contents  :— Whist,  by  Dr.  William  Pole, 

F.R.S.,   Author  of   'The   Philosophy  of 


Whist,  etc,'— Solo  Whist,  Piquet,  Ecarte, 
Euchre,  Poker,  Loo,  Vingt-et-un,  Napo- 
leon, Newmarket,  Rouge  et  Noir,  Pope 
Joan,  Speculation,  etc.  etc.,  by  '  Berkeley. 

CHESS  CONGRESS  of  1862.  A  col- 
lection of  the  games  played.  Edited  by 
J.  Lowenthal.  New  edition,  5*. 

MORPHY'S  Games  of  Chess,  being 
the  Matches  and  best  Games  played  by  the 
American  Champion,  with  explanatory  and 
analytical  Notes  by  J.  Lowenthal.  With 
short  Memoir  and  Portrait  of  Morphy. 

STAUNTON'S  Chess-Player's  Hand- 
book. A  Popular  and  Scientific  Intro- 
duction to  the  Game,  with  numerous  Dia- 
grams and  Coloured  Frontispiece. 

Chess  Praxis.    A  Supplement  to  the 

Chess-player's  Handbook.  Containing  the 
most  important  modern  Improvements  in 
the  Openings ;  Code  of  Chess  Laws  ;  and 
a  Selection  of  Morphy's  Games.  Annotated. 
636  pages.  Diagrams. 

Chess-Player's    Companion. 

Comprising  a  Treatise  on  Odds,  Collection 
of  Match  Games,  including  the  French 
Match  with  M.  St.  Amant,  and  a  Selection 
of  Original  Problems.  Diagrams  and  Co- 
loured Frontispiece. 

Chess    Tournament     of    1851. 

A  Collection  of  Games  played  at  this  cele- 
brated assemblage.  With  Introduction 
aad  Notes.  Numerous  Diagrams. 


BOHN'S  CHEAP  SERIES. 

Price  is,  eath. 

A  Serifs  of  Complete  Stories  or  Essays,  mostly  reprinted  from   Vok,  in 

Baku's  Libraries,  and  neatly  bound  in  stiff  paper  cover,  with 

cut  edges,  suitable  for  Railway  heading. 


ASCHAM  (Roger).  Scholeuiaster. 
By  Professor  Mayor. 

CARPENTER  (Dr.  W.  B.J.  Physi- 
ology of  Temperance  and  Total  Abstinence. 

EMERSON.  England  and  English 
Characteristics.  Lectures  on  the  Race, 
Ability,  Manners,  Truth,  Character, 
Wealth,  Religion.  &c.  &c. 

Nature  :  An  Essay.     To   which  are 

added  Orations,  Lectures,  and  Addresses. 

Representative  Men  :  Seven  Lec- 
tures   on    PLATO,    SWEDENBORG,    MON- 
TAIGNE, SHAKESPEARE,   NAPOLEON,  and 
GOETHE. 

Twenty  Essays  on  Various  Sub- 
jects. 
The  Conduct  of  Life. 

FRANKLIN  (Benjamin).  Autobio- 
graphy. Edited  by  J.  Sparks. 

HAWTHORNE  (Nathaniel).  Twice- 
told  Tales.  Two  Vols.  in  One. 

Snow  Image,  and  Other  Tales. 

Scarlet  Letter. 

House  with  the  Seven  Gables. 

Transformation  ;   or   the    Marble 

Fawn.    Two  Parts. 

HAZLITT  (W.).    Table-talk:  Essays 

on  Men  and  Manners.     Three  Parts. 

Plain  Speaker  :  Opinions  on  Books, 

Men,  and  Things.     Three  Parts. 

—  Lectures  on  the  English  Comic 
Writers. 

Lectures  on  the  English  Poets. 

—  Lectures  on  the  Characters  of 

Shakespeare's  Plays. 

Lectures  on   the  Literature  of 

the  Age  of  Elizabeth,  chiefly  Dramatic. 


IRVING    (Washington).      Lives    of 

Successors  of  Mohammed. 

Life  of  Goldsmith. 

Sketch-book. 

Tales  of  a  Traveller. 

Tour  on  the  Prairies. 

Conquests     of     Granada     and 

Spain.     Two  Parts. 

Life  and  Voyages  of  Columbus. 

Two  Parts. 

Companions  of  Columbus :  Their 

Voyages  and  Discoveries. 

Adventixres  of  Captain  Bonne- 

ville  in  the  Rocky  Mountains  and  the  Far 
West. 

Knickerbocker's  History  of  New 

York,  from  the  beginning  of  the  World  to 
the  End  of  the  Dutch  Dynasty. 

Tales  of  the  Alhambra. 

Conquest  of  Florida  under  Her- 

nando  de  Soto. 

Abbotsford  &  Newstead  Abbey. 

Salmagundi  ;  or,  The  Whim-Whams 

and  Opinions  of  LAUNCELOT  LANGSTAFF, 
Esq. 

Bracebridge  Hall;    or,  The  Hu- 
mourists. 

Astoria  ;  or,  Anecdotes  of  an  Enter- 
prise beyond  the  Rocky  Mountains. 

Wolfert's  Roost,  and  other  Tales. 


LAMB   (Charles). 

With  a  Portrait. 


Essays    of  Eli  a. 


Last  Essays  of  Elia. 

—  Eliana.    With  Biographical  Sketch. 

MARRY  AT  (Captain).     Pirate  and 

the  Three  Cutters.     With  a  Memoir  ef 
the  Author, 


(  23  ) 

The  only  authorised  Edition;  no  others  published  in  England  contain 

the  Derivations  and  Etymological  Notes  of  Dr.  Mahn,  who 

devoted  smeral  years  to  this  portion  of  the  Work. 

WEBSTER'S     DICTIONARY 

OF   THE    ENGLISH    LANGUAGE. 

Thoroughly  revised  and  improved  byCHAUNCEY  A.  GOODRICH,  D.D.,  LL.D., 
and  NOAH  PORTER,  D.D.,  of  Yale  College. 


THE    GUINEA    DICTIONARY. 

New  Edition  [1880],  with  a  Supplement  of  upwards  of  4600  New  Words  and 

Meanings. 
1628  Pages.     3000  Illustrations. 

The  features  of  this  volume,  which  render  it  perhaps  the  most  useful 
Dictionary  for  general  reference  extant,  as  it  is  undoubtedly  one  of  the  cheapest 
books  ever  published,  are  as  follows  : — 

1.  COMPLETENESS.— It  contains  114,000  words. 

2.  ACCURACY  OF  DEFINITION. 

3.  SCIENTIFIC  AND  TECHNICAL  TERMS. 

4.  ETYMOLOGY. 

5.  THE  ORTHOGRAPHY  is  based,  as  far  as  possible,  on  Fixed  Principles. 

6.  PRONUNCIATION. 

7.  THE  ILLUSTRATIVE  CITATIONS. 

8.  THE  SYNONYMS. 

9.  THE  ILLUSTRATIONS,  which  exceed  3000. 

Cloth,  2U. ;  half-bound  in  calf,  301. ;  calf  or  half  russia,  31^.  &f. ;  russia,  2l, 


With  New  Biographical  Appendix,  containing  over  9700  Names. 

THE   COMPLETE    DICTIONARY 

Contains,  in  addition  to  the  above  matter,  several  valuable  Literary  Appendices, 
and  7O  extra  pages  of  Illustrations,  grouped  and  classified. 

i  vol.  1919  pages,  cloth,  y.s.  6d. 

'  Certainly  the  best  practical  English  Dictionary  extant' — Quarterly  Review,  1873. 
Prospectuses,  -with  Specimen  Pages,  sent  post  free  on  application. 


To  be  obtained  through  all  Bookseller*. 


Bohn's  Select  Library  of  Standard  Works. 
»»««»» 

Price  i*.  in  paper  covers,  and  is.  6d.  in  cloth. 

1.  BACON'S  ESSAYS.     With  Introduction  and  Notes. 

2.  LESSING'S  LAOKOON.     Beasley's  Translation,  revised,  with  Intro- 

duction, Notes,  &.C.,  by  Edward  Bell,  M.A. 

3.  DANTE'S  INFERNO.    Translated,  with  Notes,  by  Rev.  H.  F.  Gary. 

4.  GOETHE'S   FAUST.     Part  I.     Translated,   with   Introduction,   by 

Anna  Swanwick. 

5.  GOETHE'S   BOYHOOD.     Being   "Part    I.    of   the    Autobiography. 

Translated  by  J.  Oxenford. 

6.  SCHILLER'S  MARY  STUART  and  THE  MAID  OF  ORLEANS.   Trans- 

lated by  J.  Hellish  and  Anna  Swanwick. 

7.  THE  QUEEN'S  ENGLISH.    By  the  late  Dean  Alfbrd. 

8.  LIFE  AND  LABOURS  OF  THE  LATE  THOMAS  BRASSEY.     By  Sir 

A.  Helps,  K.C.B. 

9.  PLATO'S  DIALOGUE'S:  The  Apology — Crito — Phaedo — Protagoras. 

With  Introductions. 

10.  MOLIERE'S  PLAYS  :  The  Miser — Tartuffe — The  Shopkeeper  turned 

Gentleman.     With  brief  Memoir. 

11.  GOETHE'S  REINEKE  Fox,  in  English  Hexameters.     By  A.  Rogers. 

12.  OLIVER  GOLDSMITH'S  PLAYS. 

13.  LESSING'S  PLAYS  :  Nathan  the  Wise — Minna  von  Barnhelm. 

14.  PLAUTUS'S  COMEDIES:  Trinummus  —  Menaechmi  —  Aulularia  — 

Captivi. 

15.  WATERLOO  DAYS.     By  C.  A.  Eaton.     With  Preface  and  Notes  by 

Edward  Bell. 

16.  DEMOSTHENES — ON    THE    CROWN.     Translated    by    C.    Rann 

Kennedy. 

17.  THE  VICAR  OF  WAKEFIELD. 

18.  OLIVER  CROMWELL.     By  Dr.  Reinhold  Pauli. 

19.  THE  PERFECT  LIFE.     By  Dr.  Channing.     Edited  by  his  nephew, 

Rev.  W.  H.  Channing. 

20.  LADIES  IN  PARLIAMENT,  HORACE  AT  ATHENS   and  other  pieces, 

by  Sir  George  Otto  Trevelyan,  Bart. 

21.  DEFOE'S  THE  PLAGUE  IN  LONDON. 

22.  IRVING'S  LIFE  OF  MAHOMET. 

23.  HORACE'S  ODES,  by  various  hands.  \Oitt  of  print. 

24.  BURKE'S   ESSAY  ON  'THE    SUBLIME  AND   BEAUTIFUL.'     With 

Short  Memoir. 

25.  HAUFF'S  CARAVAN. 

26.  SHERIDAN'S  PLAYS. 

27.  DANTE'S  PURGATORIO.     Translated  by  Gary. 

28.  HARVEY'S  TREATISE  ON  THE  CIRCULATION  OF  THE  BLOOD. 

29.  CICERO'S  FRIENDSHIP  AND  OLD  AGE. 

Others  in  preparation. 


LONDON:  GEORGE  BELL  AND  SONS. 


London  :  Printed  by  STRANGKWAYS  &  SONS,  Tower  Street,  Cambridge  Circus,  W.C. 
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